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Law upon BANKERS AUTHORISED TO MAKE AND ISSUE NotTEs IN 
Ena@uanp, ScoTnanp AND IRELAND RESPECTIVELY.” 


Hovse or Commons, Thursday, April 22. 

Tue select committee appointed to inquire into this matter assembled 
to-day at noon, and after consulting privately for a short period, pro- 
ceeded to take evidence. The members constituting the committee are : 
—Sir S. Northcote, Chancellor of the Exchequer (chairman); Mr. Ander- 
son, Mr. Backhouse, Mr. Balfour, Mr Campbell-Bannerman, Mr. Stephen 
Cave, Mr. Beckett Denison, Mr. Goschen, Mr. Leveson Gower, Mr. Hub- 
bard, Mr. Kavanagh, Mr. Sampson Lloyd, Sir J. Lubbock, Sir Graham 
Montgomery, Mr. Mulholland, Mr. Mundella, Mr. Norwood, Mr. W. 
Shaw, Mr. J. Torr, and Mr. Hussey Vivian. 

The committee were in private consultation for an hour before the 
public were admitied. 

Mr. Fleming, manager of the Royal Bank of Scotland, Edinburgh, 
was the first witness called. He said he had been manager four years, 
His attention had beer directed to the state of the law affecting banks in 
Scotland, and he had sent a memorandum to the Treasury on the sub- 
ject. He had nothing to add in the way of suggestion to what was con- 
tained in that memorandum. At the time of the passing of the act of 
1845 there were twenty banks in Scotland. The number was now re- 
duced to eleven, al] of which were banks of issue and joint-stock banks. 

The CHatreman—Are there any arrangements made between these 
banks to lead them to act in common ? 

Witness— They act in common in fixing the discount according to the 
rate of the Bank of England. There is a clearing-house. They are all 
independent banks. They are under a different footing in regard to 
their powers of issue. Five of them are chartered. In the case of the 
Royal Bank of Scotland, the charter restricted them to carrying on busi- 
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ness in Scotland. I am not aware that by law there is any restriction 
placed on them in England. I am not aware they have any special 
authority to cash their own notes. I am told they are paid whenever 
presented. I find the Royal Bank has cashed £680 only in London— 
notes of their own and other banks. They made a charge for that. When 
the Royal Bank established an office, it was an instruction to the clerk 
not to cash notes without acharge. I cannot say thatany large number 
of our notes are cashed in the north of England. I should say, in the 
majority of cases the holder takes them to his own banker, who sends 
them to Scotland to be cleared. The object of establishing branches in 
London is to give facilities to customers. Thirty years ago that was not 
necessary, but now-a-days it was quite exceptional not to have such an 
arrangement. It became necessary to do it in order to protect themselves 
against their own customers establishing accounts with London banks. 
The business could not be carried on with the same facility through an 


nt. 
"i attach great importance to having these banks in London ?—Cer- 
tainly ; very great importance. 

What would be the position of an English bank in Scotland }—Similar 
to that of a Scotch bank in London. It would have to pay in other than 
its own forms of issue. 

Mr. GoscHEN said the chairman had pointed out they should first take 
the law, then the facts, and then the policy, but it was difficult not to 
glide out of the law into the facts. 

The Coarrman—What is the state of the law with regard to issue in 
Scotland ? 

Witness—By the Act of 1845 the banks were restricted to issuing notes 
within the authorised limits, plus the amount held in gold and ‘silver 
coin, so that practically the amount of circulation is determined by the 
average. It is the etiquette of Scotch banks that they do not issue notes 
on each other. There might be an excess by notes lying in the hands of 
bankers, but not by notes in circulation. 

By Mr. Goscoen—No doubt, if a bank failed, it would be liable for 
excess of notes over the average, as in the case of the Western 

So that the system admits of a much larger issue of notes than appears 
on the face of it ?—No doubt the Act intended that. 

Then, any one reading the authorised issue would come to an erroneous 
conclusion ? 

The intention of the Act was that the issue of notes should be 
covered by gold. That is the case now. The Scotch banks issue 
£6,000,000. They hold £4,000,000, and their authorised issue is 
£2,500,000. Its value consisted not in the notes in circulation in the 
hands of the public, but the advantage of the issue was that they (the 
Royal Bank) were able to keep till money at their various branches. The 
issue was a right, and not a privilege, 

Mr. Goscaun—Take the case of a bank that has not an issue ?—That 
bank must find a medium of issue for itself. 

Witness added, in reply to further questions, that every bank in Scot- 
land took uniform action on the subject of charges. He could not say 
now that the chartered banks had any advaritage over the other banks, 
except that the chartered banks were incorporated. It was a disputed 
point as to whether there was any difference in liability between chartered 
apd non-chartered banks. 

Have you examined the legal power of Scotch banks coming to London ? 
—I have. I think the matter stands thus:—I assume before 1826 no 
joint-stock bank could be established in England at all, though I am 
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aware there has been some doubt on that point. Apart from that doubt, 
which had been raised as to the Bank of England, it was clear that no 
joint-stock bank of more than six persons could be established in London. 
By the Act of 1826 firms of more than six person- could be established 
on condition that they did not come within sixty-five miles of London. 
Under that Act I believe any Scotch bank could have leave to go to Eng- 
land, and issue notes outside the limit of sixty-five miles of London. But 
at that time Scotch banks could not come within sixty-five miles. 

How does it come now ?—Under an entirely different Act; the Act of 
1833 followed, and by it, by section 3 it was enacted that the privileges of 
the Bank of England should be more limited than before, and leave was 
given to any bank to come into London, subject to certain restrictions. 
The idea of the government of 1826 was that the exclusive privileges of 
the Bank of England extended to every kind of banking. The Bank 
charter expired in 1833, when it was discovered that the pretensions of the 
Bank of England were greater than the law warranted. Hence the 
Declaratory Act of 1833. 

You could not have come to London before that Declaratory Act was. 
passed ?—Certainly not. If the Scotch banks enjoy the privilege at all, it 
is under that Act. In the provinces they could come under the Act of 1826. 
That was not a privilege confined to the Scotch banks. Before the Act of 
1833 no bank could come to London—French, German, or any other. 

Mr. GoscHen—Does the whole Scotch case rest upon that clause ?—Yes,, 
except the Royal Bank of Scotland. 

By Sir J. Lussocxk—tThe Scotch banks would owe the money for their 
notes wherever they went. They would owe the money for Scotch notes in 
France as well as in England. The Act of 1826 was entitled “an Act for 
the better regulation of vo-partnerships in England.” 

Do you think that intended Scotch banks to come to England ?—I do- 
not think the title of an Act has anything to do with its enacting clauses. 
The Bank of England was established under an Act relating to beer. The 
Scotch banks could not come to London before the Act of 1833. They 
could have come to the provinces, but they did not. 

Sir J. Lussock pointed out that the Act said their place of business 
must be in England. 

Witness said he read. it that it meant that the place of business should be 
in England, not less than sixty-five miles from London, but that really was- 
not the Act—the Act of 1826—on which they relied. He would rest the right 
of any foreign bank to come into England on the Act of 1833, and on that 
alone. The Act related not only to the Act of 1826, but also to an Act 

assed in 1697. The Declaratory Act of 1833 interpreted that state of the 
w adversely to the Bank of England. 

Sir J. Lussock—Then you say the Bank of England and the Govern- 
ment made an arrangement by which Scotch joint-stuck banks could come 
to England, but English joint-stock banks could not go to Scotland. 

Witness said that was not so exactly. Government intended to admit 
all joint-stock banks, Scotch, Irish, or Welsh, because they would not in- 
terfere with the exclusive privileges of the Bank of England. That was. 
the principle upon which the law was changed. It was the very object of 
the Act of 1833 to permit what the Act of 1826 prohibited. It was then 
believed that the Bank of England had exclusive privileges, and that no: 
other bank could be established in London with more than six partners. 
Tt was afterwards discovered that was not so, but that new banks might be 
started without interfering with the Bank of England. 

By Mr. Beckett Deni1son—He ought to say the Koyal Bank itself had 
no powers whatever in the provinces. It applied wholly to London, and 
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therefore he was not the best witness on the Scotch banks generally. On 
the appointment of that committee, the Scotch bankers arranged certain 
facts they thought desirable to lay before the committee. These had not 
yet been collected, but would no doubt be brought up and laid before the 
committee by Mr. Davidson. 

By Mr. ANpERSon—It was perfectly clear that a Scotch bank could not 
bring its issue with it. No Scotch bank could issue a single note in Eng- 
land. An English bank had a perfect right to go to Scotland, provided it 
left its issue in England. The cases were exactly similar. It was the act 
of 1844 which created the monopoly of issue to Scotch banks in Scotland. 

And that has had the effect of creating a monopoly in banking? 

Witness—It has had that effect, but need not necessarily have had. 

By Mr. Orr Ew1nc—The Act of 1826 must have had in contemplation 
the issuing of notes by Scotch banks in England. In preparation for the 
Act of 1826 the government discussed very fully the Scotch banking system 
and the English banking system, very much to the advantage of the 
former. It was stated that there were several hundred banks in England, 
and only thirty in Scotland, and that the latter had stood all the shocks of 
the money market in England. That was stated in a letter by Lord Liverpool 
and Mr. Frederick John Kobinson, then Chancellor of the Exchequer, to 
the Governor of the Bank of England. This clearly showed that an idea 
of the Scotch banking system was in their minds at the time. 

Mr. Munvetta—Why did your bank stipulate last year not to enter the 
English provinces !—Because by our charter we were limited to Scotland, 
and we only wished to come to London. 

Then you put yourself under a restraint that belongs to no other Scotch 
bankers }/—Yes, that is so; and it was quite in view of the privileges of 
other Scotch banks that we placed ourselves under the disability of going 
to the provinces. 

Mr. Munpetta—For what reason did you place yourselves under the 
disability of not going to the provinces /—Because we only wished to come 
to London. 

By Mr. W. Saaw—If we had to give up our issue in Scotland we should 
have to give up our business. There is no Bank of Scotland as there is a 
Bank of England. 

By Mr. Leveson Gower—So far as he could ascertain there was only 
one bank, ths Bank of Scotland, in Scotland prior to 1827, and out of that 
the Royal Bauk sprung. 

By an Hon. Memser—Former Acts of Parliament always meant banks 
of issue. An Act was passed regulating banks in Scotland in 1826 on the 
same principle as that for England. The object of the Scotch Act was to 
give the unchartered banks the privilege of suing and being sued. He 
was of opinion, however, that the words in the Act of 1826 were ambiguous. 
He could not say why, when Scotch bankers first came to London, they 
were called correspondents and not agents. 

By Mr. Sampson Lioyp—The circulation of the Royal Bank was an 
absolute loss. It was the power of issue which was valuable. 

By Mr. Wuitwett—The reason why English banks of issue could not 
be established in London while Scotch banks could was simply that the 
_— came into competition with the Bank of England, while the latter 

id not. 

By Mr. Brcxerr Dentson—The Act of 1826 was no doubt passed to 
prevent the circulation of Scotch or Irish one pound notes in England. 

The committee adjourned. : 
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Hovse or Commons, Thursday, April 29. 
THE committee resumed its sittings to-day, under the presidency of Sir 
Stafford Northcote. The first witness called was— 

Mr. Fitzjames Stephen, Q.C., who said—I have given some attention 
to the law of banking, and have iooked at it especially with regard to the 
right of Scotch and Irish banks to carry on their business in any part of 
the kingdom. I may state that there are a great many Acts of Parlia- 
ment on the subject, qualifying one another, and I have put the law into 
a certain number of propositions in which the language of the Acts has, 
as far as possible, been exemplified by the Acts dating from 1867 down- 
wards to the present time. y first proposition is that the Bank of Eng- 
land may issue notes for not less than £5, upon the conditions as to the 
whole amount contained in the bank charter accounts. The second pro- 
position is this—that private bankers in any part of England, and joint- 
stock banks carrying on the whole of their business beyond sixty-five 
miles from London, and not having any house in London, are allowed to 
issue notes for not less than £5, subject to the regulation of the Bank 
Charter Act, which restricts the issue of notes beyond a certain amount. 
The third proposition is that every bank entitled to issue notes, which 
becomes bankrupt, ceases to carry on business; or any private bank which 
becomes a joint-stock bank, loses its right to issue such notes. Fourthly: 
That private banks and joint-stock banks may have agents in London for 
payment of the notes which they issue. Fifthly: No joint-stock bank 
which issues notes, except those specified in proposition 2, may carry on 
business in any part of England. Sixthly: Any joint-stock bank which 
does not issue notes may carry on all other branches of banking business 
in any part of the kingdom. These are the propositions which seem to 
me to embody the existing law on the subject. The Act of 1697, William 
and Mary, simply establishes the Bank of England, and sets forth that no 
other bank of issue shall be allowed in the kingdom, meaning England, as 
it was before the Act of Union between England and Scotland; and by 
that it was intended to prevent a foreign bank, say the Bank of Amster- 
dam, establishing a branch here. Another Act passed in the reign of 
Anne, in 1707, provides that, during the continuance of the Bank of Eng- 
land, it shall not be lawful for any body, politic, public, or corporate body, 
or any persons united in partnership exceeding six in number, to issue 
notes. Up to 1800 no other bank of issue, save the Bank of England or 
private banks, could lawfully issue notes. If a foreign bank carried on 
business and issued notes in England, they could be prevented by the 
statutes of William and Anne. A concern like, say the Bank of Amster- 
dam, being a bank of issue, would not be entitled to open a branch for 
deposits in London. It seems to me that, according to the law, no bank 
except the Bank of England has the power of issuing notes in the way I 
have mentioned. The first qualification of the old Acts was in 1826, 
which allowed joint-stock banks to issue notes if at a distance of 
sixty-five miles from London, with the condition that these banks 
should possess no branch in London. I am not aware that there 
are any Scotch, Irish, or foreign banks carrying on business in 
London. If Scotch banks cash notes at their own agencies, say 
in Newcastle, they will be doing an illegal thing, and certain clauses 
of the Act of 1826 bear out my view of the subject, providing for 
the registration of both English and Scotch banks. The Act abolished 
the issue of £1 notes in England, although it allowed their continuance 
in Scotland. I think it would be illegal for Scotch or Irish banks to issue 
notes, but I do not think it at all clear that the notes might not circulate 
amongst other people not being bankers. I cannot take the preamble of 
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the bill of 1826 as evidence that there was an agency at that time. It 
would raise a difficult point of law in the case of a banker who took the 
notes simply as cash, and issued them to his customers afterwards. I do 
not know how far that might bring him within the prohibition. The 
Bank Charter Act provides that no new bank of issue shall be established 
in the United Kingdom, and no one shall issue a larger amount of notes 
than that specified in the 3rd and 4th WilliamIV. When the London 
and Westminster Bank was established, counsel were consulted as to 
whether a joint-stock deposit bank was permissible under the statute. 
They were of opinion that it was, and accordingly other clauses were in- 
troduced into the bill. The words were put in the Act to the effect that 
not only must they not issue notes in certain places, but in England at 
all. My view is, that the Bank of England has been granted a monopoly 
with regard to the issue of notes. T think that the circulation of Scotch 
notes would be illegal ; that Act of 1828 prohibited their being uttered or 
circulated in England. These Acts do not interfere with the system which 
was popular in Scotland, and it seems to me that legislation has put the 
two systems upon entirely different footings. I cannot see why, if Eng- 
lish banks are prohibited from issuing their notes in or near London, 
that restriction should be removed in the case of Scotch banks, 

In further exataination by Mr. Orr Ewing, Mr. Fitzjames Stephen said 
he had no intention of implying that the government had given way to 
irrational clamour on the subject, and no doubt the Scotch liked the sys- 
tem, and if the committee of both Houses of Parliament had recommended 
Parliament to let that system alone, probably they had arrived at aright 
conclusion. He did not know what amount the Bank of England paid 
for its monopoly. After £14,000,000 the nation got the whole profit, and 
the amount of profit on £14,000,000 was £180,000. He was not aware 
what was the circulation of the banks of Scotland. Hedid not know that 
the Bank ot England could establish a branch bank in Scotland, and he 
thought it could not. He had not had the Acts with that subject before 
him, and therefore could not give a precise answer to the question, 
The strong impression upon his mind was, however, that the Bank 
of England was only authorised to carry on its business in London, 
and to have branch establishments in various parts of England. He did 
not know what authority it had to establish itself anywhere else. He did 
not see why a bank of issue could not establish itself in Scotland, because, 
under the Scotch system, there never had been any monopoly in law, 
although a monopoly in fact had grown up. The difference between the 
two was that in England the law was monopoly, and the exception free- 
dom, while in Scotland the law was freedom, which had practically 
resulted in monopoly. 

By Mr. CampsELL-BANNERMAN: The main object of the statutes to which 
he had referred had been to secure a privilege to the Bank of England, 
and no doubt that could not be done without affecting the principle on 
which other banks were dealt with, and in short, this principle of 
monopoly for the Bank of England ran through all the legislation on the 
subject. _ First of all, and for a considerable time, the Bank of England 
had a monopoly of issue, afterwards the power was given to private or joint- 
stock banks, and then by degrees it was withdrawn from them, and the 
extra profit was withdrawn from the Bank of England. 

Do you know whether the Bank of England has ever raised any objec- 
tion to the establishment of Scotch banks, either in London or in any 
other part of England ?—No, I know nothing about that, nor do I know 
whether the government of the day has ever objected to it. 

I understand you do not deny the common right to set up deposit 
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banks ?—On the contrary, that is distinctly affirmed bythe section to which 
I have referred. 

And you think that the position of the Scotch banks is illegal, not be- 
cause they possess in Scotland a privilege from the government of this 
country, but simply because they issue in some part of the world? Scot- 
land might for this purpose be a foreign country ?— Yes. 

It is the mere fact of their issue which prevents them from coming to 
establish a branch here?—Yes. I think the very fact of their being banks 
of issue prevents their establishing branches in London. 

You think that a bank of issue, however large, which issues notes in 
any part of the world, however remote, would be prevented from conduci- 
ing banking business in England ?—That is my view. 

You would not be surprised to know that many English counsel hold an 
opposite opinion to you with regard to the position of the Scotch banks ? 
—I should be extremely surprised to find that there was any question of 
this kind on which counsel did not differ. 

You are aware that an Act was passed in 1873 allowing the Royal Bank 
to set up a branch /—Yes. 

Would it not seem to follow from the fact that Parliament sanctioned 
that Act that they held an opposite view from you, as otherwise Parlia- 
ment would not have conferred a right on that individual bank which the 
other Scotch banks on your theory do not possess ?—I do not know the 
particulars of that transaction or how far the legal questions connected 
with it were discussed, but I gather from Mr. Fleming that the object of 
the Act was to alter matters in the internal constitution of the Royal 
Bank which would have prevented it from coming to London. I have 
never seen that Act and know nothing about it, but I should conceive that 
it might leave that subject untouched. 

But it would not have become law if the government or if the Bank of 
England had objected to it ?—That is more than I can say. 1 have never 
had the honour of a seat in your honourable house, and these things are 
above me. 

By Mr. Norwoop—The words of the Act made it illegal to cash notes of 
other banks under £5 in London. It was a curious discovery, but it 
seemed from this that the business of a money-changer carried on by so 
many persons in the city was illegal. He must ask to be excused for 
expressing any opinion as to the desirability of such an arrangement. The 
Bauk of England had no legal currency in Scotland. 

Mr. Monvet1ta—Is the sum of your evidence this—that no bank of issue 
in Scotland, Ireland, the Colonies, or elsewhere, can legally conduct busi- 
ness in London, and that it is illegal to cash a note of such a bank in 
London ?—Yes, under £5. 

Mr. Leveson GowER—The matter might be fairly argued in a court of 
law, and his opinion might possibly be altered. 

Mr. STEPHEN said it was of course impossible to avoid regarding these 
questions from the point of view of those who had instructed him in 
cases from time to time, but he had endeavoured to form an independent 
opinion. 


Then you have not come here to tell us what the law is, but what your 
view of it is ?—It is impossible that I should give you anything but my 
opinion of what the law is, and I have painful experience that my view is 
frequently wrong, and it may be wrong now. 

By Mr. Husszy Vivian—He believed that the Act of 1697 was still in 
force, except such parts of it as had been expressly repealed by subsequent 
Acts. 
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The CHaNncELor of the Excoequer—You are aware that an inquiry’ be- 
fore a select committee is very different from one in a court of law, and 
that the object is not merely to ascertain whether this or the other view is 
the true construction of an Act of Parliament, but how far legislation may 
be presumed to carry out the intention of Parliament ?—That I under- 
stand, and I have attempted to give reasons of a general good character. 
Aud you also know that, while the debates in the Houses of Parliament 
at the time of the passing of an Act do not govern its construction, yet 
they may throw lizht upon the object with which it was passed ?—No 
doubt they are extremely valuable for that purpose. You have been asked 
whether Mr. Hudson Gurney was a member of the legal profession; have 
you any doubt that the Chancellor in 1826 was a member of the legal 
profession ?—I think he was. And did he not say that it would be extremely 
difficult to legislate on any question affecting Yorkshire and Scotch notes, 


because of the tendency of everything connected with Scotland to go 
south ? 


The witness then withdrew. 

Mr. Fleming being recalled, and referred to the inactive proviso of the 
Act of 1826, with the view of showing that it bore out the construction 
he put upon the Act, that it affected banks of issue and non-issuing banks 
alike. 

The CHaNcELLOR of the ExcHEQueERr said he hoped to call Mr. Fleming 
subsequently as to matters of fact. 

Sir Henry Turina, being examined by the Chairman, said his attention 
was called by the government last year to the question of the privileges of 
and the restrictions upon banks of issue, especially with reference to the 
question of the legality of Scotch banks being admitted into London. His 
general view was that it was clearly the intention of the Legislature to ex- 
clude banks of issue from coming within 65 miles of London. There was 
no doubt great difficulty about earlier prohibitions, but looking to the Act 
of 1826 and the whole current of legislation, he believed he was right in 
saying that the Scotch banks could notestablish branches in London or in 
England except beyond the sixty-five miles limit. He was not certain that he 
had agreed with Mr. Fitzjames Stephen’s statement entirely. No doubt, 
if the preamble of the Act of 1826 was to be taken as an enunciation of the 
law, he would be right, but he (witness) held that, as had been suggested, 
that was not an enacting part of the statute, and therefore upon the whole 
he had come to the conclusion that banks of issue could come to North- 
umberland, but could not have branches in London. He thought the Act 
applied to all banks—Scotch, Irish, and foreign. The Legislature in 1826 
= not have contemplated that the Scotch banks would seek to come to 

ndon. 

Mr. Dentson—Do you think it reasonable to contend that because a 
particular section of the Act of 1826 permits joint-stock bauks in England 
outside the sixty-five miles radius it shall be construed as extending to 
Scotch banks /—The Act of 1826 says that certain banks may come pro- 
vided that such corporation shall not have any house of business of the 
establishment of bankers in London, and therefore I consider that a 
Scotch bank of issue cannot have a branch in London. The preamble 
stipulates that they shall have the whole of their banking establishment 
in England. A Scotch bank has not the whole of it here, and therefore 
Mr. Stephen says that a Scotch bank cannot come into England at all. 
But, as the preamble is not the enacting part, I do not agree with Mr. 
Stephen on that point, and think that Scotch banks may come to England 
beyond the sixty-five miles, but not within that limit, 
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Mr. ANpERson—And that is so whether they bring their issues with 
them or not }—Of course. Then you draw no distinction between their 
leaving their issue behind and not doing so. 

The CHANCELLOR of the ExcHEequer—It is clear they cannot bring 
their issue with them. 

Mr. ANDERSoN—But would not these banks have a right to come, sup- 
posing they refrain from issuing their notes. 

The CHANCELLOR of the ExcHEQUER—They cannot do so, and therefore 
when he says they cannot come to London, the witness means even if they 
did not issue ?—Quite so. The Scotch banks are banks of issue in 
character. 

Mr. AnpErson—A Scotch bank is not a bank of issue as regards 
England ?—That would be a fair argument for them to advance, but I 
think they are banks of issue for the purposes of this Act. 

Mr. Oxr Ewrne— What led you to give your attention to these Acts? 
—I am constantly asked by the Government to report on certain questions 
not technically as my business, for the assistance of the Government, and 
the conclusions I have drawn up and handed to the committee were made 
for the assistance of the Government, and contain my unbiassed opinion. 
The Act of 1826 does not mention Scotch banks, and specially refers to 
banks of issue in England. Still I think it is a general prohibition. 

By Sir Jonn Lussock—lIf this Act did not apply to Scotch banks in 
the first instance, they could not take advantage of the relaxation. 

By Mr. CampsELL BANNERKMAN—My opinion is that these Scotch and 
Irish banks were not contemplated at all. Do you not think that a good 
deal depends upon whether the issue is in competition with the Bank of 
England ?—That is a question of construction. Would it not be a different 
case where the issue might be in Japan or Holland, and therefore did not 
compete with the Bank of England ?—The legislation was undoubtedly 
to protect the monopoly of the Bank of England. The issues of the 
Scotch banks do not clash with the Bank of England ?—I cannot say as to 
that. Surely where the issues do not affect the question /—It seems to 
me that Parliament did not intend to prohibit a bank coming from 
Somersetshire, but allowed one from Scotland. The intention was clearly 
to protect the Bank of England, and I should think the object in pro- 
hibiting country banks from coming to London was that they might do a 
large London business. I have not looked into the case of the Irish 
banks. The same objection would apply to Irish and Colonial as to Scotch 
banks. I think it depends on their issue. 

Mr. Norwoop—We have it in evidence, the law absolutely prohibits 
the circulation of Scotch notes under one pound in England. Do not you 
think that affects the question /—No, Ido not think it does. The issues 
of an English bank would be legal, and that of a Scotch bank would not. 
Therefore, there could not be competition ?—I cannot say. 

By Mr. Saaw—I have not read the speech of the Chancellor of the 
Exchequer on introducing the bill of 1833, and Iam not aware whether 
he said the only object was to prevent competition with the Bank of 
England. 

By Mr. Leveson Gower—I do not know anything about the illegality 
of changing foreign notes in London. 

Mr. Bacxnovss read the words of the Act bearing on the question, 

By Mr. Hussry Vivian— Though the Act of 1826 was for regulating 
banks in England, Iam not sure it excluded other countries. No doubt 
that is in favour of Mr. Fitzjames Stephen’s opinion against the issue 
as also the registration in London. The intention of the Act was to 
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secure the payment of any notes a bank might issue—that could not be 
secured if the bank were in Japan /—Yes, but at that time there were no 
limited liability companies in England. The Act was for regulating banks 
in England and for registration in London. How could that apply to 
persons resident at a distance from England !—With respect to the sixty- 
five mile radius that is so, and I admit with respect to the rest, there is a 
good deal to be said in favour of Mr. Fitzjames Stephen’s point of view. 
But if you make a law of this kind affecting England, it would surely 
affect any other country. 

Mr. Vivian—The intention was there should be a substantial back- 
bone to every note that was issued. That would not be the casein a bank 
from a foreign country ?/—I admit there is a good deal to be said in favour 
of Mr. Fitzjames Stephen’s view of that point. 

Mr. Orz Ewi1nea—If a Scotch company became registered in England 
it would be an English company. If it were possible for an Australian 
company to be domiciled in England, and get rid of its Australian 
character, it would become an English company. 

Mr. BackxuHouse—Would it not make a difference whether an action 
against a Scotch bank in England would be in England or in Scotland ?— 
I really do not know. I think it would be in England. 

Mr. Dentson—Do you think where two Acts were passed on the same 
day for Scotland and England, itis likely the position of the former in 
England would be left out if it had such a position ?—I think the legisla- 
tion for the two has run in ties. 

Mr. AnpErson —Does not the latter part of the 3rd section of 1833 
allow any bank to do busivess in London, provided it does not issue notes ? 


—It seems to me you must construe these obscure Acts in the best way 
you can, and it is perfectly open to the corstruction you put upon it. 
The committee adjourned. 


Hovss or Commons, Monday, May 3. 
THE committee resumed their investigation to-day—the Chancellor of 
the Exchequer in the chair. 

Mr. TatHam, solicitor, was called, and examined first by Mr. Mun- 
della—Your firm, Mr. Tatham, are, I believe, solicitors to the National 
Bank ?—Yes, they are. How long have they been so ?—For about forty 
years. For what purpose was the National Bank originally established ? 
—It was formed for the purpose of carrying on the business of banking in 
all its branches in various parts of the United Kingdom. It was mainly 
intended, I presume, to conduct their business in Ireland?—Yes. The 
Act of Parliament by which it was incorporated had an express condition 
that it should have its head office in Dublin. At what period did they 
first establish a banking business in London ?—In the year 1854. Did 
the Bank of England or the Clearing House object to your coming to 
London ?—The Bank of England objected to our coming as a bank of 
issue. Did you then consult counsel on the question of your being a bank 
of issue?—We did. Who were the counsel?—Sir Richard Bethell, Mr. 
Wortley, and Mr. Welsh. What were the opinions of these authorities on 
the question /—I have here certain documents containing the answers 
given by the counsel to the questions put by the National Bank on the 
subject. (Documents handed in and read). One question put was whether 
the establishment of a bank in London or banks in Ireland would legally 
affect their position as bankers in Ireland under the Act of Geo. IV. To 
this question the reply given by Sir Richard Bethell and Mr. Wortley 
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was as follows :—“‘ We have referred to the Acts of Parliament relating 
to the question submitted, and to the conditions of your charter, and we 
are of opinion that it is within the power of the bank to carry on business 
in London or within 65 miles of it, and that such establishments will not 
affect their position as bankers in Ireland.” Then, with regard to another 
question as to the right of a bank so established in London to draw bills 
of exchange, counsel gave their opinion that with respect to the Act 7 and 
8 Vic. for removing the prohibition against bankers drawing bills of 
exchange, they were of opinion that the National Bank of Ireland were 
empowered to do so. They also stated their opinion that it would not be 
competent for the bank to establish banks within 65 miles of London if at 
the same time they had established banks in London. There were other 
qnestions besides the question of the banks of issue involved in the answers 
given. The substance of the opinions delivered was that the National 
Bank of Ireland, under their deed of settlement, might establish banks in 
London or within 65 miles therefrom, and might avail themselves of their 
powers of issue, and that their position as bankers in Ireland would not 
thereby be affected. 

Mr. Munpetia: The bank was called the National at first ?—It was 
originally called the National Bank of Ireland, but when they came to 
London they called themselves the National Bank, Then they dropped 
the words “ of Ireland” from their title on coming to London ?—Yes, they 
did. It wasa matter of policy. The name of “Ireland” did not seem 
consistent with their carrying on business in England. You have with 
you the deed of settlement relating to the bank ?—Yes, I have. 

The CuarrMan : I do not think it will be necessary to read over all the 
documents referring to the bank. If they are harded in it will be sufficient. 
(Copies of the deed of settlement and other documents handed in.) 

By the CHairman: The Act first referred to only allowed them to carry 
on their business on condition that they had a house of business in Dublin, 
but now banks of issue, whether they are established in Dublin or not are 
legal. Where were you registered?—We were registered in Dublin. 
In another Act relating to the establishment of banks of issue in Ireland it 
is rendered conditionally that they should be registered in Dublin. Where 
was the subsequent Act passed by which you were allowed to carry on 
business in London ?/—That was under the 8th and 9th Vic., cap. 37, which 
repealed the exclusive privilege granted to the Bank of Ireland under the 
Act of Geo. 3. Then previous to the passing of that Act the Bank of 
Ireland had exclusive privileges in Ireland, similar to those which the 
Bank of England has in London {—Yes, very similar. Were there any 
other joint-stock banks then there ?—No others. You do not understand 
that there is anything in the law to prevent other banks coming to London, 
if it were not for the Act of Constitution’—No. Have you paid special 
attention to the law of banking, and its application to Ireland and Scot- 
land ?—Well, not particularly to Ireland and Scotland, but more directly 
to banking in England. Your firm are still solicitors to the National 
Bank ?—Yes. Do you not understand that the Act 7 and 8 Vict. pro- 
hibits banks of issue establishing themselves in London ?—That Act is 
almost entirely repealed, with the exception of one section, by the Com- 
panies Act, 1862. Can you tell us under what restrictions you consider 
banks of issue in general are placed in Ireland ?—Well, I do not know in 
Ireland much about it, except so far as the issue is regulated in proportion to 
the bullion. What is the extent of the circulation of the National Bank notes ? 
It was fixed at £700,000 by an Act which provided that no bank should 
increase its issue beyond the amount in circulation on a certain day. The 
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National Bank was then limited to £700,000, and they subsequently 
united with another bank having a circulation of £100,000, so that the 
total became £800,000, and that is the amount of their issue now. Then 
it was competent, if they united with another bank, for them to increase 
their issue ?—Yes, if the other bank had an issue. I understand that in 
the discussion that took place between yourselves and the Bank of Eng- 
land in 1854 your strong point was that you were established in London 

before 1844 ?—No, not that we were established in London, but that we 

were established in England. Then, if you had not been established in 

England, you would have been excluded ?—No doubt we should. Dol 

won ain, then that the discussion was not so much in reference to your - 
establishing yourselves in London particularly, but to your carrying on 

business as bankers at all ?—It was contended that we were not to carry 

on business in London, and within sixty-five miles of it at the same time 

under the Act of 1844. We are in the babit of thinking of Sir Robert 

Peel’s Bank Charter Act; but that is not what you are referring to?— 

No; it is an Act for registering joint-stock companies. If you had not 

been already established in England before the 6th of May, 1844, could 

you have established yourselves under the provisions of that Act ?—The 

moment the Act was passed we could do so. The Act prohibited the 

establishment of any future bank. What do you mean by prohibiting 

any bank ?—The section merely prohibits any persons associated together 

as a company from carrying on the business of bankers, except by letters 

patent granted under the Act. Therefore, no bank could have been 

established except by letters patent /—Exactly so; that is what I mean. 

Then would there have been anything to prevent you from establishing 

yourselves as bankers in London after the passing of the Act, except by 

letters patent ?—I think it is very likely the Bank of England would have 

objected to our doing so. You do not express any opinion as to whether 

you would have been acting legally in so establishing yourselves ?/—Your 

question assumes that we had not been established till after the passing of 

this Act. The Bank of England could have raised a general objection to 

banks established by charter, and this Act implies such a charter. But 

the Bank of England would not have objected to any bank establishing 

itself in England if it could legally do so ?—They might raise a general 

objection. I understand that before May, 1844, a joint-stock bank may 

have been established, say at Wexford or Waterford, and after the 6th of 

May, 1844, it would also have been legal to establish a joint-stock bank, 

but by a different process. Before the passing of that Act you could have 

established it by one process, and after the Act by another process. Now, 

supposing any person wished to establish a bank in Ireland to-morrow, 

how would they be able to do it ?—I do not think they could do it under 

the Act of 1844. They would establish themselves by the 6th of George 

IV., which would enable them to carry on business all over Ireland. 

Then banks in Ireland, which are banks of issue must have been esta- 

blished before the Act of May, 1844?—Certainly so. Therefore, all of 

them are, in respect of their power of coming to London, in the same 

position as the National Bank ?—Just so, except that their Act of consti- 

tution does not permit them to do so. 

Sir Joun Lussock—When the Bank of England objected to your 
coming to London, you did not say there was any objection on the part of 
the clearing-house /—No ; I think it was merely a sort of jealousy on the 
part of the clearing-house to joint-stock banks generally. Now, I speak 
of the year 1854, when you wanted to come to London, not of the time 
when you established yourselves, was there any objection made then by the 
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clearing-house? No; I think not. With regard to the Act of 1844, it 
was not only necessary that banks should have been established before 
that time, but that they should have been established as banks in England, 
was it not 7—That is if their power enables them to sue or to be sued in 
the name of one of their officers, and without that provision they would 
practically be prevented from carrying on their business. But was it not 
enacted in the 7th and 8th William III., that in accordance with the pro- 
visions of the charter of incorporation of the governor and company of the 
Bank of England, no other corporation shall be established or allowed to 
carry on the business of issuing notes in England ?—That Act was modi- 
fied afterwards. When was it modified?—In the 3rd and 4th William 
IV. Then you consider that the establishment of banks of issue was 
enacted in 1833 ?7—It was customary to issue notes before then. There 
was nothing to prevent a corporate body carrying on the business of banks 
of issue. But then no joint-stock bank could come within sixty-five miles 
of London. Then any bank would possess the right under the Act of 
1826, not 1833 ?—Our bank comes under the Act of George IV. hecause 
that relates to banks having a house of business in London, and I am not 
prepared to say how far that might go. The 7th and 8th Vict. gives us 
the power to accept bills; we do not bank strictly under the Act of George 
IV. I ask you under the general law what Act was passed to relax the 
restrictions under which banks of issue were established ?—The Act of 
1833 allowed us to come to London. Did the Act of 1826 give joint-stock 
banks the power to go to London ?—No; it expressly prohibited it. What 
restrictions were there before the Act of 1844 with regard to banks of 
issue. The only restriction of any importance was their not being able 
to draw and accept bills of exchange. When joint-stock banks came 
to London they had to relinquish their note issue. If it was not the Act 
of 1826 under which you came to London, under what Act did you come ? 
—Under the 7th of George IV. But the 7th of George IV. did not allow 
a bank of issuewithin sixty-five miles of London ?—That was subsequently 
modified. The National Bank has come to London, and it is a bank of 
issue ; and now I ask you under what Act has it cometo England /—We 
are not a bank of issue of England. Under what Act did you come to 
London as a bank of issue ?—Under the 7th and 8th Victoria. Then 
before that time could not joint-stock banks come to London ?—No, because 
they could not accept and draw bills of exchange till that time. But the 
Act of George was never repealed by the Act 7th and 8th Victoria }— Yes, 
it was most decidedly in the 26th sec., cap. 32. 

Mr. AnpgRson—When you submitted your case about coming to London 
to the opinion of counsel, did you not take another opinion as to the two 
opinions ?—No, it was in this way :—Sir Richard Bethell was at first very 
positive on the subject, but when I showed him my articles of association, 
he completely changed his mind. Did he not say that you could not come 
to London or establish yourselves within sixty-five miles of London ?— He 
said we could not do both at the same time. Did not Mr. Welsh, whom 
you also consulted, give an opinion that you might come within sixty-five 
miles of London ?—Yes, but that we could not do so at the same time as 
we carried on business in London or within that distance. 

The Cuarnman—He says, “I think if a bank were to carry on business 
in London, or within sixty-five miles of London, and then discontinued, 
they would be able to carry on business in London.” 

By Mr. MutHottanp—The 7 and 8 Vict. is all repealed with the 
exception of one section. Was your attention called to section 3, permit- 
ting joint-stock banks coming to London, when you answered Sir John 
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Lubbock just now ?—The proviso in that Act is, I think, abrogated by the 
Act of 1833. 

Mr. MutHoLttanp—But that proviso merely relates to the issue of notes 
in any part of England. 

The Cuairman—I think your attention has not been recently and 
specifically directed to those Acts, which are very precise and valuable ?— 
No, I cannot say that it has. 

Mr. MuLHoLttanp—I understand you have come to the conclusion that 
banks of issue may come to London, provided there is nothing in their 
charter to prevent them?—Yes. At the time you entered the clearing- 
house, was there any disinclination on the part of the London bankers to 
admit you ?—No, I believe not. If there had been any doubt as to your 
power of note circulation in London the banks would have been very un- 
willing to admit you ?—I do not see what right they would have whether 
we issued notes in this country or in any other. 

Mr. 8. Liuovp—I understand you to regard the National Provincial 
Bank asa bank of deposit?—It is a bank in every sense of the word, 
except its not being a bank of issue. Does the effect of the Bank of 
Ireland, being a bank of issue in your opinion, alter its legal position in 
England ?—No, certainly not. 

Mr. H. Vrvtan—I believe the Provincial Bank of Ireland has an office 
im England ?—Yes, an office in some sense. It is, however, more for 
managemect than any other purpose. 

By Mr. Litoyp—The reason why we could not come to England is that 
our constitution will not allow us. Have you considered the question as 
to whether there is any special law why you are prevented from coming to 
London ?—It is our constitution and not the law which, in my judgment, 
prevents it. Does the same remark apply to Scotland ?—I believe so. 

Mr. Munpetta—What you mean to say is that your own articles, not 
the law, prevents your setting up in England ?—That is so. We could 
not do it because it would be beyond our object, and we are limited by our 
articles. of association. 

The CuatrmMAN—Do I understand you to say that you could come to: 
London if it was not for your articles of association ?—Yes, it is a question 
between the shareholders and the bank, and not between ourselves and the 
law. We cannot come to London now simply on account of our con- 
stitution. 

Mr. Hussty Vivian—The Banks of Ireland and Scotland do not come 
under the operation of the Bank Charter Act, but if they come to London 
would they not do so?—Yes. They would come under the operation of 
the law. But I think we have a perfect right to come, provided our con- 
stitution admitted.—Supposing you were not so limited, do you contend 
that you could be placed on the register for England ? —Certainly. 

The CHarrman—Do you consider that the Act of William III. 
established the Bank of England as an exclusive institution !—No, surely 
not. According to the construction that has been put upon the Act of 
William III., no bank having business in Scotland or Ireland can carry 
on business in London?—No,I do not agree with that. I think they 
could carry on their business as a deposit bank, a bank of discount. Even 
though they issue in another country /—I think so. Are you aware that 
such was considered to be the state of the law?—I am aware that there 
has been some doubt on it. In the year 1833, Sir James Scarlet and Sir 
Edward Sugden gave opinions on the subject, copies of which I will hand 
to the committee. 

Mr. Monpgtita—The position which Sir Edward Sugden took on the 
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question was that, as banking was conducted by other banks than the Bank 
of England—as the Goldsmith’s Company, for instance—that it was legal 
to carry on business as a deposit bank, and even to discount and to do all 
business, except issuing or borrowing. 

The Coarrman—We are not settling what the law is.' This witness’s 
evidence is exactly opposite to that of Mr. Fitzjames Stephen. Has your 
attention been called to the Act of 8 and 9 William III.?—In former 
years; but [ have not looked at it lately. 

Mr. CAMPBELL- BANNERMAN—Are you acquainted with the debate on 
the renewal of the Bank Charter Act, in 18337—Yes. Have you read the 
speech of the Solicitor-General of the day (Sir J. Campbell) ?— Yes. Now, 
I want to call your attention to this. These are his words :—“<It had 
been proposed to put beyond all doubt the right to establish banks of 
deposit within the metropolis and sixty-five miles round it. The com- 
mittee had been repeatedly informed that the basis of the contract 
between the bank and the chancellor of the exchequer was its present 
state—that is that whatever monopoly they were entitled to they were 
still to enjoy but nothing beyond it.” Now, a question had been mooted 
whether the pre-existing monopolies entitled them to complain of the 
establishment of banks of deposit within the limits which he had 
described, and it appeared to him, after a diligent examination through 
all the cases, that there was no pretence for saying that the establishment 
of such banks was an incroachment on the monopoly of the Bank of 
England. A notion to the contrary had prevailed in some quarters, but, 
as it seemed to him, without the slightest foundation. He had looked into the 
Act, and he thought that no rational doubt could be entertained on the 
subject, and whatever doubt was entertained ought now to be cleared up, 
because it would be most discreditable to government and the house to 
pass a law which was professedly equivocal, and then leave it to courts of 
justice to put a construction on what they allowed to be doubtful. By 
the Act 6 William and Mary, the Bank of England was established as a 
bank of issue. Now, in that Act there was nothing whatever to give it a 
monopoly, but there was in the 8 & 9 William III., which contained very 
general words on which, taken by themselves, without the intention of 
the legislature, and without the context, it might be contended that no 

rivate bank now existing in any part of the kingdom could be tolerated, 
wines the Act expressly said that no other bank, or any other corpora- 
tion, society, or partnership in the nature of a bank, shall be erected, or 
established, permitied, tolerated, or countenanced, or allowed by Parlia- 
ment within this kingdom, but that must mean such a bank as the Bank 
of England. That was the construction that had been put upon it by all 
subsequent Acts. The 7th of Anne recites that whereas corporations of 

reat numbers of persons had united together and presumed to borrow 
ge sums of money upon bills. The enactment of the law says that it 
should not be lawful for any corporation other than the Bank of England, 
or for other-persons united in parties in partnerships exceeding the num- 
ber of six, in England, to borrow or take up any sum or sums of money 
on notes payable on demand at say less time than six months from the 
borrowing thereof. This showed that the monopoly was confined to the 
issue of paper money. These words completely prohibited any bank 
from drawing, accepting, or endorsing bills of exchange at any less date 
than six months, or from becoming parties to any promissory notes pay- 
able on demand. These words were repeated in every subsequent Act of 
Parliament passed for the maintenance of the monopoly, and it was upon 
these words alone that the monopoly rested. These words were repeated 
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in the 15th of George IIL., c. 13 & 35; and in the 2nd George IIL., c. 62, 
139, & 140; and in George IV.,c. 28—the last Act which was passed 
for the maintenance of the monopoly. If banks of deposit were lawful at 
common law, it therefore rested with those who said that it was for- 
bidden to establish such banks of deposit to show by what Act they 
were forbidden. It was clear that the words of these Acts did not pro- 
hibit banks of deposit, the words being merely that they shall not 
“borrow, take up, or owe ” upon any paper, &c. Such were the opinions 
he entertained upon the subject, and such were the opinions of eminent 
men of the profession to which he had the honour to belong. He 
thought, therefore, that the committee would have no difficulty in agreeing. 
to the clause which declared what should be the law. The learned 
gentleman read the following clause :—* Be it therefore enacted in Ireland, 
that any body, corporate or politic, or society, or partnership, although 
consisting of more than six persons, may carry on the trade or business 
of banking in London, or sixty-five miles thereof, providing that such body 
corporate, or politic, or society, or partnership, do not borrow, owe, or 
take up any sum or sums of money on their bills or notes, payable on 
demand, or at any less time than six months from the borrowing thereof.” 
Now, what I want toask you is, do you generally agree with the opinion 
of Sir John Campbell ?—Sir John Campbell’s opinion expresses my 
view on the subject completely. 

Mr.S. Ltoyp—Can any English bank come and establish itself as a 
bank within sixty-five miles of London ?—No, I do not think they could. 
Is the Irish Bank just as generous in its treatment and its issue as the 
Bank of England ?—I suppose so. 

Mr. AnveRson—The Irish and Scotch banks do not come into competi- 
tion with the Bank of England, do they ?—Not at all. There is nothing 
that I know of to prevent persons from circulating Irish notes in England 
if they wish to do so. 

Mr. Goscoen—Are you quite sure of that 1—I don’t know any prohibi- 
tions. There is an Act of George IV. which I believe prevents it. Now, 
as far as your statement goes, it means that all banks of deposit may come 
to London ?—Certainly, and I think that banks of discount might also. 
But the Act of George IV. excluded such banks coming to London ?— Yes, 
but that established a monopoly, and only applied to those banks which 
had an issue. Would you allow the Frish and Scotch banks to come to 
London ?—As banks of deposit. And if they were banks of issue ?—But 
they would not come as banks of issue. Why would you allow the Irish or 
English banks to come to London when the law forbids the provincial 
banks doing so ?—The Bank of England prevents issue from any association 
exceeding six persons within sixty-five miles of London. The reason why 
the banks have not come is because they were banks of-issue. At what 
time do you think it became legal for the banks of Ireland and Scotland to 
come to London ?—I don’t see anything to prevent their coming except 
their own constitution, and that they shuld not act as banks of issue. If 
we came to London we should have to give up our English portion of the 
issue. Do you agree with the concluding words of Sir John Campbell ? 
The committee observe that the words constituting the monopoly of the 
Bank of England were all recognised under the declaration, “ Any bank of 
deposit might be established in the metropolis or within sixty-five miles of 
it, so that it was not a bank of issue ?”’—Yes, certainly. 

Mr. CampsELL BannERMAN—Do you believe that the bank of issue 
would come into competition with the Bank of England supposing you 
come over here ?—Not at all. 
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Mr. GoscHEN—And you think there would be no violation of the Bank 
of England’s statute ?—I don’t say that. Supposing two parties were 
engaged in an action, and one did something contrary to the statute of the 
Bank of England, I daresay that would be pleaded against him; but I 
don’t see any reason why a bank that is not a bank of issue should not be. 
opened in London. 

The Ricut Hon. CuarrMan then asked the witness if le had read the 
opinion of Mr. Fitzjames Stephen, Q.C., who was examined a short time 
ago before this committee. The witness replied in the affirmative. 

The CuarrMan then read seratim the three questions asked of the learned 
counsel, and which were Nos. 100, 211, and 213 in the printed evidence 
minutes of the Bank of Issue Committee. 

An Hon. MEemBeEr (interposing) observed that he did not think the 
testimony given by Mr. Fitzjames Stephen could be regarded as evidence, 
as that learned gentlemen might of course to some extent be regarded as an 
interested witness. Mr. Tatham did not come there to give evidence as a 
paid witness. 

Py Mownbex.a (It was understood) made an observation to a similar 
effect. 

The Cuatrman—First of all, the statute of William III. provided that 


no foreign bank could have any branch even for deposit purposes in 
London. 


Witness—Yes. 

The CHairman—That no other bank shall be allowed by Act of 
Parliament, shall have this privilege within the limit of this kingdom. 
Mr. Fitzjames Stephen considers that the operations of the Act of William 
III. precluded any foreign bank, and therefore any bank of Scotland and 
Treland, from transacting business even for deposit purposes in London. 
Do you assent to or dissent from that opinion ? 

The witness said he entirely dissented from it. 

The witness was then asked to state the grounds upon which he founded 
his divergence of opinion from that expressed by Mr. Fitzjames Stephen, 
and gave them very briefly. 

The Hon. Cuarrman then read the words of the Act of William III. 
referring to the subject upon which the witness was being examined, and 
showing the kinds of banks that were allowed by Act of Parliament within 
this kingdom, the meaning of which statute, as he took it, was to preclude 
and deny to any other banking company the same privileges as those en- 
joyed by and participated in by the Bank of England by Act of Parliament. 
Dol (asked Sir Stafford Northcote) understand you rightly, that you 
mean to say the statute of William was a nonsensical statute ? 

Witness said he had read them the words, and the committee could draw 
their own inference. 

In further examination by Sir Starrorp Norrucore, the witness said he 
agreed with Mr. Fitzjames Stephen when the learned counsel stated that 
the statute of Queen Anne was to explain more fully than that of William 
III. with respect to the banking companies of England. 

The CuarrmMaN—Your impression is that the statute of Queen Anne was 
intended to be more liberal or more restrictive in this kingdom. 

The witness was understood to say more liberal, 

The CuarrMan—Are you aware that the origin or reason for the passing 
of the statute of Anne was this, that in the year 1704, a few years after the 
passing of the statute of William, a board was incorporated, consisting of 
certain mining adventurers in England, and the corporation thereupon 
proceeded to erect themselves into a bank of issue, with the usual seals, 
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bills, and modus operandi as the Bank of England, and that it was on account 
of these parties this second statute was being passed. 

The witness did not remember the reason for the enactment referred to. 

The CuHarrmMaN—But if that were so, and if this were the casé, may we 
not consider this statute of Anne as being more restrictive than the statute 
of William ? 

The witness—Probably so. 

The CuarrmaN—Then if we were ? 

The witness—It is very probably so. 

In reply to further questions by Sir Starrorp Nortucots, the witness 
stated that he did not agree with the opinion given by Mr. Fitzjames 
Stephen in his argument as to the operation of the statute of Queen Anne as 
affecting the monetary and other business of Scotch banks in England with 
this connection, as touched by the restrictive clauses already referred to; 
he did not agree with the arguments of Mr. Stephen on that point. 

The witness was then briefly examined by Mr. Mutnoutanp and Sir 
Joun Lussock, and the committee shortly afterwards adjourned. 





House or Commons, Thursday, May 6. 

THE committee resumed its inquiry to-day, but, this being Ascension 
Day, did not meet till two o’clock. The Chancellor of the Exchequer 

resided, and there were also present—Sir Graham Montgomery, Mr. 

ussey Vivian, Mr. Goschen, Sir J. Lubbock, Mr. Leveson Gower, Mr. 
Kavanagh, Mr. Campbell-Bannerman, Mr. Anderson, Mr. Orr Ewing, 
Mr. W. Shaw, Mr. Sampson Lloyd, Mr. Mulholland, Mr. Backhouse, Mr. 
Balfour, and Mr. Torr. 

The first witness called was Mr. Davidson, treasurer of the Bank of 
Scotland, who read the minute of the meoting of managers of Scotch 
banks on the 3rd of April, 1875, already mentioned, to the committee, re- 
questing him and other gentlemen to attend and give information to the 
committee, and stating that the opinions given by these witnesses would 
be upon their own responsibility, although the managers were agreedon 
certain general principles, and affirmed that it would be most unwise to 
disturb the system of currency which had existed in Scotland for nearly 
two centuries, with which the people were familiar, and in which they had 
absolute confidence. This minute was agreed in by the whole of the 
eleven banks. 

The Caancettor of the Excuzquer—Before we proceed to ask you 
any questions upon the minute, I think you desire to lay before the com- 
mittee some statements showing the present condition of the question of 
Scotch banking. Will you, in the first place, make a statement with 
regard to the joint-stock banks and private banks established since 1695 ? 

The witness—I have prepared a short statement, although I may mention 
that it is extremely difficult to get the facts with accuracy, but the result 
of my examination into the matter is as follows:—The Bank of Scotland 
was established in 1695, the Royal Bank in 1727, and the British Linen 
Bank in 1746. Nob appear to be established between the last date 
and 1770. Subsequently to that date there appear to have been twenty- 
nine private banks established, and of these twenty-five failed or ceased 
operations, and four were incorporated with joint-stock banks, All pri- 
vate banks ceased to exist previous to 1845, and thirty-nine joint-stock 
banks were established in addition to the above three named, Of these, 
twelve were incorporated with other banks, and eleven failed or were 
wound up. Of those which failed only two did not pay their creditor 
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in full, and they had at the date of failure respectively nine and three 
partners. At the date of the passing of the Act of 1845, nineteen joint- 
stock banks remained, and of these seven have since amalgamated with 
‘other banks, and one (the Western Bank) failed in 1857. There remain 
at this date eleven banks. The tendency has been, both before and since 
the Act of 1845, for small banks to become incorporated with larger insti- 
tutions. 

The CHAncEttor of the Excuequer—Can you state what the amount of 
paid-up capital was in each of the years 1845, 1855, 1865, and 1875 ? 

Witness—In 1845 the paid-up capital of the nineteen banks which 
then existed was £10,792 415 ; in 1855, £11,456,055 ; in 1865, £9,431,009 
and at the present date it is £9,785,888. 

The Cuancettor of the ExcnEqueR—What has been the amount o 
capital called up between 1865 and 1875? 

Witness—The amount is less than it was in 1845. That is accounted 
for by the failure of the Western Bank, which had a capital of £1,500,000. 
The difference is made up by additions to the capital of some of the other 
banks since that date. 

The CHANCELLOR of the Excuequer—What has been the alteration in 
br meee of banking offices since that period in proportion to the popu- 

ation 

Witness—In 1845, the number of the offices of the banks was 382; in 
1855, 408 ; in 1865, 654; and at the present day, 884. The proportion of 
the population to each office in 1845 was 6,859, and now it is 3,800. The 
number of offices may be divided as follows:—In Edinburgh, 42; in 
Glasgow, 84; in twelve manufacturing towns, 100; and in other places, 
chiefly rural, 658. The population of Scotland in 1841 was, according 
to the census, 2,620,184, and by the last census it is given at 3,360,018. 

The CHanceLtor of the ExcnEQueR—Do you wish to make any state- 
ment as to deposits ? 

Witness—Yes. But I have first to state that there are seventy-three 
places of under 1,000 inhabitants with 97 banks, 101 places of from 2,000 
to 5,000 with 345 offices, and seven places under 26, with 102 bank 
offices; 143 places with one bank only, and 75 with two banks, 42 with 
three, and 60 with more than three; and the total number of places at 
which bank offices have been established is 319. Until 1865 the deposits 
in Scotch banks were not positively known. In that year annual state- 
ments were published, which brought out the amount. I am now able to 
state the whole, from returns received from the banks of Scotland from 
the year 1845. In that year the deposits amounted to £33,192,105; in 
1855 to £43,270,612; in 1865 to £56,485,061; and in last year to 
£78,405,261, 

The CHANCELLOR of the ExcHEqu—ER—What is included in the term 
* deposits ?”’ 

Witness—The whole of the current moneys held under what are called 
deposit receipts and balances in country towns. It appears that the local 
deposits between 1865 and last year, a period of ten years, amounted to 
£22,220,200, being a total increase since 1845 of £45,213,156. 

The Cuancettor of the Excuequer—Will you state the percentage 
amount ? 

Witness—The sums not exceeding £100 last year amounted to 15 per 
cent,, and represented an amount of £11,768,317. Taking sums between 
£100 and £200, the percentage is 11, and the amount in money £8,848,503. 
Those two items of sums not exceeding £100, and not exceeding £200, 
amount together to £20,616,800. Carrying the figures to sums: not ex- 
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ceeding £500, there have to be added £15,273,243. They amount to 6 

r cent, 

Pethe CHANCELLOR of the Excuequer—But 6 per cent. cannot amount to 
£15,000,000. 

Witness—The percentage appears to be wrong, but the figures are right. 
There were deposits in sums not exceeding £500 amounting to £35,890,062. 
The amount in sums not exceeding £1,000 was £47,959,249 on the whole. 
The balance cousisted of larger sums, coming up to £76,243,000. I wish 
to explain. I previously mentioned the total deposits as being at 
£78,000,000, but in making these estimates, I have excluded any deposits 
va in London, in order to make this calculation apply to Scotland 

one. 

The Cuancettor of the Excnequer—Have you the amount of deposits 
between £1,000 and £2,000 ? 

Witness—I have the amounts between £5,000 and £20,000. They 
amount to £19,522,982. 

Mr. Goscnen—By held in London do you mean deposited in London ? 

Witness—Held by London customers, The deposits over £20,000 
amounted to £3,324,000. ; 

Mr. CampsBELL-BANNERMAN—Perhaps Mr. Davidson will putin his 
statement. 

Witness—I shall be glad to do that to insure accuracy. This statement 
has been made up rather hurriedly. Unfortunately, I have not received 
returns from the whole of the Scotch banks of their depositors, but I have 
received returns from six, who have in all 269,732 depositors, of whom the 
depositors of sums not exceeding £100 amount to 184,123, and not ex- 
ceeding £200 to £37,918. Thus the total number of depositors in these 
six banks of sums not exceeding £200 is 222,041. The small sums show 
how completely the business of Scotch banking is extended all over the 
country. . 

The Cuancettoxr of the Excuzquer—What do you mean when you 
speak of depositors of sums not exceeding £100? A man may have an 
account at a bank, which at one time may show a balance of £500, and at 
another only £50. Whatdo you call him? 

Witness—These accounts are taken at a particular date. We took the 
amount which then appeared to each man’s credit, or for which he held 
deposit receipts. 

r. CAMPBELL-BANNERMAN—Can you tell us the amount deposited 
with these six banks ? 

Witness—I cannot. 

Mr. AnpeRrson--Then the returns as to number of depositors are 
valueless ? 

Witness—Except as showing the extraordinary number of depositors of 
small sums, I expect to receive returns from all the other banks, which 
I will put in. 

The CHANncELLoR of the Excnrquer—Can you give us the amount of 
deposits in saving banks in 1843, 1853, 1863, and 1873 ? 

Witness—-In 1843 the amount was £830,082 ; in 1853, £1,847,856; in 
1863, including the Post Office Savings Banks, £2,976,691 ; and in 1873, 
including the Post Office Savings Bank’s deposits of £444,786, a total of 
£5,043,326. I find, taking the large towns, that the amount in savings 
banks in Glasgow is £2,352,197, and in Edinburgh, £935,091. My object 
in making this statement is to show that the large number of deposits 
comes from the large towns, and not from the country. 

The Cuancettor of the Excnzquer—Can you give a return of the 
notes in circulation in these decennial periods ? 
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Witness—The notes in circulation were in 1845 (this represents the 
authorised issue), £3,087,209; in 1855, £4,104,582; 1865, £4,382,600 ; 
and 1874, £5,904,586. This is the average of the whole year, based upon 
the Gazette. They show how gradual the increase has been during the 
last ten years. The total increase since 1845 has been £2,817,277. 

The UnarrmaNn—There has been a large increase between 1865 and 
1874. 

Witness —Yes, much more than in the preceding ten years, 

The CHancettor of the Excuequer—Can you state the proportion 
between large and smal! notes in circulation ? 

Witness—The proportion in 1845 of £5 notes and upwards was 27 per 
cent., and of £1 was 73 percent. The proportion in 1855 of small notes 
was 64 per cent., 63 per cent. in 1865, and 66 per cent. in 1874, As to 
the average of the daily circulation of notes, the amount on each of the 
four Saturdays between March 29th and April 24th was £3,232,189. The 
highest amount is reached on Saturdays. 

The Cuance.tor of the ExcHequer asked the witness was it the case 
that notes issued by different banks, including those which were lying 
idle for a time in other banks, sometimes exceeded the amount of their 
first issue ? 

The witness said he did not think he could answer that question off- 
hand—at least he was not prepared to do so under the present circume 
stances—and he should require a little more time before he could give a 
satisfactory response to the right hon. gentleman’s q 
« The CHaNnceLtor of the ExcHequer asked the witness if he had read 
the evidence which had been given by Mr. Fleming before the com- 
mittee. 

The witness said he had read that evidence. 

The CHANCELLOR of the ExcuEeQuer said he observed in the evidence 
which was given by Mr. Fleming, on being asked whether the larger 
amount of notes might be issued by the Scotch banks, would the amount 
of gold issued be in the same way as with the Bank of England, and the 
witness said it would be so in regard to the system of exchanges. Some 
of the banks did not issue notes from and upon each other, cad Ge notes 
in one bank might be lying there from Monday morning until Saturday 
evening, and there was no doubt an excess of actual issue if you dealt with 
the issue as representing the notes which were lying useless in the respec- 
tive banks, but certainly no excess of circulation in notes to the public. 

The witness said that he was not in a position to answer the question, 
but with reference to it he could give the amount of coin held by the 
banks to which he had referred, and respecting which he had been pre- 
viously examined. The average amount held by those banks exceeded 
£4,107,627. 

An HonovraBLE Memser asked him if he could give the average 
amount for five years. 

Sir Starrorp Nortucore—Can you go back fur, say five years, and 
give us information touching the circulation, issue, and other particulars 
and matters of the management of these banks ? 

The witness said that he could give the average amount during decen- 
nial periods from 1869, and five years since. 

In reply to another HoNouRABLE MemseR, he did not think he could 
give the amount for 1865. He might mention, with reference to this, 
that the average amount held in excess during the last year was 
£2,952,212, 

i The Caancettor of the Excoequer—That means the excess of circu- 
tion. 
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Mr. Goscprn—Can you supply us with the maximum and minimum 
amounts on these heads—when it was the lowest at any one time, and 
when it reached the highest amount ? 

The witness thought he could not give the information asked on that 

int. 

POM. Goscnzn—Can you give us the lowest amount during a certain 
series of years, the averages of each year if you will be good enough to 
give us them ? 

The witness—How far do you wish to go back each year? 

The Cuancettor of the ExcuEQueRr thought that having already asked 
that question of Mr. Fleming, and elicited the necessary information from 
him, it was almost unnecessary to be troubling the present witness on 
that point. 

yt! to a question from Mr. MutHo.uanp, he stated that the 
deposits during the last year had been about £78,000,000 sterling. He 
had got the last balance account, and everything was included in it. 

The CuanceLtor of the Excuequer—Would you state the amount 
paid to Government in 1874 of the estimated duties on notes and licenses ? 

The witness answered that the estimated duty was £24,269, and for 
licences to issue notes £16,595, the total amount being £40,864. He then 
gave the average circulation during the period with respect to which he 
was being questioned as being £2,904,556. 

The CHANCELLOR of the ExcHEQUER—Then the amount paid in licences 
to the government—— 

The witness—That amounted to 13s. 10d. per cent. 

To Sir J. Lussock the witness said he should mention that the privi- 
lege of issue as regarded licences was different to what it was previous to 
1845. Since that date £30 a year had been paid. That did not include 
the estimated duty. The stamp duty on notes was £4,269. 

Mr, Goscuen— So far as the banks are concerned, do they all take out 
a licence, whether they issue notes or not ?—Each office pays £30 to the 
government. This rule came into operation in 1845. Previous to that 
the amount paid was £120 ayear. This sum was paid until 1845, bri 
since then the amount paid by each bank has been £30. 

Mr. GoscHEN—Do not some banks have to pay more than others }— 
Some banks which existed before 1845 may do so, but the uniform rate 
now is £30. 

The Cuarrman—Now, sir, will you kindly inform the committee what 
was the amount of gold which you have received from and sent to Eng- 
land ?—Yes. I will answer that question by quoting as nearly as I can 
the returns which are in my possession for the years from 1870 to 1873. 
In 1870 the amount received from England was £1,260,000, and the 
amount sent away £1,252,000. In 1871 the amount received from Eng- 
land was £928,000, and the total sum sent away was £1,166,000. In the 
year 1872 the amount received was,in round numbers, £1,545,000, and we 
sent away £1,431,000. In 1873 we received £1,541,000 in gold, and sent 
away £1,741,000. That is to say, during the period I have referred to, the 
total amount received was, say £5,994,000, and the sum we sent away 
reached the am unt of £7,330,000. The average amount received during 
those years was £1,398,000. The average sum sent away we will put down at 
£1,466,000. A great deal of the gold we received came from Newcastle, 
but this I have put under the heading of gold received direct from Eng- 
land. Some of the gold received must also be shown 2s coming from the 
border counties, and placed to our deposit accounts. Besides this, of late 
years large sums have been sent into Scotland in half-sovereigns, of which 
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no account is kept at the banks, as they are paid to a very large extent 
for wages, so that they are not embraced in the calculation which I 
have laid before the committee. 

Mr. GoscH—EN—Have you any means of ascertaining how many £5 
notes circulate in Scotland ?—None whatever. 

Mr. Goscpen—Do you think you could supply the committee with 


_ any particulars as to the circulation of English bank notes in Scotland ? 





—Perhaps I may be able to do so before long. 

Sir Starrorp Norracotre—Have you any general statement which 
you wish to lay before the committee with reference to the business of 
Scotch banks as taken from the last annual +3 which was issued by 
them ?—I have a few statements here which I consider of importance, 
and which I am willing to put in as evidence if you should think 
fit. 

Sir Srarrorp NortacotE—Perhaps you will, in the first place, tell us 
the nature of them ?—The statement which I now propose to hand in 
shows the capital account, the amount of deposits, amount paid on loans, 
and all other particulars relating to ordinary bank business. I should like 
to know if the committee desire me to read a full statement of all the 
particulars, or whether they wish me to hand it in, so that it may bo 
put upon the notes. 

Sir Srarrorp NortHcorE—Will you be able to attend here on Monday ? 
—Oh yes. 

Sir Nortucore—Then it would be quite as well to put all 
the papers you now hand in on the notes, so that you may, if it is neces- 
sary, be examined upon them on Monday. You must, however, keep all 
these papers separate, and place each under its own heading. 

Mr. GoscHEN—Is there any other statement you wish to put in with 
reference to the rules of banking, and as regards exchanges /—There are 
other papers I am anxious to hand in bearing on these subjects, 

Mr, Goscoen—I presume you will put in the average circulation of 
other bank; than your own, and also that you will supply us with the 
number of depositors. We wish to have a few facts on these points.—I 
am not quite sure whether I shall be able to do all this, but will put in all 
the facts that I can. 

Mr, CaMPBELL-BANNERMAN--It is understood that Mr. Davidson will 
put in all the facts and papers that are in his possession by next Monday. 

Sir Starrorp Nortucore—With regard to the profits of the banks, I 
do not know if they each have made a statement which will be embodied 
in your papers ? 

Witness: The statement which I have made this morning refers to 
capital and profits. 

Sir Starrorp Nortucote—Will you have the kindness to inform the 
committee of -the general results of your observations !—The profit last 
year upon the paid-up capital was at the rate of £9. 0s. 8d. per cent. net-— 
4 per cent. which we always charge on capital in accordance with the bank 
regulations. So that the net business profit will amount to £9. 0s. 8d. 

r cent, 

Peer. GoscHEN—Then the net amount would be 18 per cent.?—No; the 
net profit on cash deposit is £1. 2s. 4d., and the net percentage on all other 
business 19s. 2d. The whole of theexpenses have to be taken into account 
before any allowance is made. 

Mr. GoscHEN—Will the statement you purpose to put in show the profits 
of each bank separately ]/—Yes, in the statement which I shall lay befcre 
you I shall deal with each bank separately. 
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Mr. Sameson Luoyp—Supposing you have £100,000, and after striking 
your balance you get £13,000 profit, you allow 4 per cent. for deposit 
acc unt and claim as net profit £9,000 ?—Yes, putting everything together, 
we put the net profit down at 174 per cent. 

Mr. Orr Ewinc—The £9. 0s. 8d. you speak of would be profit on [the 
amount of clear capital paid-up ?—Yes, £9. 0s. 8d. would be the profit on 
capital, and the extra 4 per cent. on capital we do not look upon as 
made profit. 

Mr, Goscoen—Is the average profit of each bank £10. 13s,.?—I 
could tell you the total profits of each bank on its total capital. 

Mr. Goscnen—If the profit of one bank was large and another small 
—say, for instance, that one bank made 11 per cent. profit and another 
13 or 123 per cent.—would you strike an average between the two—that is 
to say, between 11 and 13 per cent.?—I take the actual profits made 
by each bank. I take first of all the profits declared by each bank, 
and consider all business which yields a profit, whether it be on 
capital or deposit account. 

Sir Starrorp Nortracote~Do you then take the declared profits for 
your estimate 7—Yes ; I act on the declared profits. 

Mr. Goscuen—Can you give me total paid-up capital?—Yes. It is 
about £9,667,000. I take the total profits of each bank to enable me 
to form my result. From figures in my possession, the profits of the 
bank of Scotland on the percentage of profits would be £11. 18s., and 

of the National Bank of Scotland £8. 15s. 
‘Mr. Camppett-BaANNERMAN—Mr. Gairdner is here, and as_ he has 
gone very fully into this question, perhaps it would be as well if we 
called him at once to give certain information which may fill up a 
gap in this witness’s statement. 

Mr. GarrpNer was then called, and said: The whole question revolves 
itself into this:—We want to get at the net profits of the banks. Now, 
the total amount of the capital is found to be £9,000,000, and then the 
totalamcunt of the profits—the declared profits for the year—has been 
found to be about £1,000,000, but on this four per cent. on the capital is 
reserved, and must therefore be deducted. This, less } per cent. on capital 
which has been reserved, has been found to bring in £9. 18s. per cent. on 
profits—that is, the net business profits on capital as applied to each bank. 
This calculation, it should be borne in mind, is not my own, but the prin- 
cipal figures are taken from the Economist newspaper of a year ago, and 
were intended as a comparison between the English and Scotch mode of 
banking. 

Sir Searvoxp Norrucote—Have you checked these figures to prove that 
they are correct ?—I have no doubt but that they are accurate, but 
have not had sufficient time at my disposal to enable me to go fully into 
the question. 

Sir Jonn Lussocx—Did I understand you to say that £9. 18s. was the 
net business profit of each bank?—The net business profit of the Scotch 
banks in the year 1873 was £8. 15s. on capital, and in 1874 £8. 19s. 6d. 
per cent. 

Sir Jonn Luspock—Was the last dividend you paid at the rate of £9 
per cent.?—No. I think the last dividend paid by the Bank of Scotland 
was £8. 19s. 6d.—that is, of course, bearing in mind that you have to de- 
duct four per cent. in the first place, so that the actual dividend paid would 
only be £4. 19s. 6d. Last year the total capital, to the best of my recol- 
lection, amounted to £9,697,000. 

Mr. Torr—Is the dividend, lees the 4 per cent. whichis d educted in 
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order to secure a net profit, a pure business profit on the business done in 
Scotland last year ?—Yes. 

Mr. Torr—What is the amount of what you term the reserve 1—The 
total amount of the reserve is £4,160,000 on a capital of £9,697,000. 

Mr. Goscnen—So, if you take away the whole of the profits on capital 
instead of the reserve profits, you would get a much greater dividend ?—I 
am not referring to dividend just now. 

Mr. GoscoeN —Would you get a much greater business profit ?—No. 
The business profit would not exceed £8. 19s. per cent. 

Mr. Goscuen~—Well, would you get a greater percentage /—Oh yes. 

Mr. GoscnoeN—The statement you refer to is based upon both the re- 
serve and business profits. Now, can you supply us with a statement 
showing the business profits as well as the profits on the reserve fund. 
What 1 want isan average of the percentage of the business profits ?—The 
present business profits are, as Isaid, £8. 19s. 6d. on shares alone. 

Mr. GoscHEN—I mean upon the paid up capital?—The profits are 
£8. 19s. 6d., exclusive of the reserve. 

Mr. GoscoeEN—With regard to the 4 per cent., does that exclude the 
reserve }—In the first instance, as is done in every mercantile house, allow- 
ance is made for interest taken off capital before it is taken off profits. We 
allow 4 per cent. for that as the profit of the bank. The Baxk of England 
does not make up a statement of this kind or publish it. The capital is 
£14,000,000, the reserve say £3,0600,000 or £4,000,000, the interest at 4 per 
cent. £680,000, that deducted from the profit, so that the total sum left as 
net profit for the bank would be £720,000. ‘That would be a pure profit on 
the capital of the bank. 

Mr. ANDERSON—Does the 4 per cent. you refer to go on accumulating ?— 
No. That is merely made as referring to the pure business profits of bank- 
ing. 

Mr. GoscpEN—What rate of dividend is paid to the shareholders ?—The 
sum of £79. 6s. on capital, but the actual amount paid will require some 
further examination. What I understand you now want to know is what 
amount of dividend is paid on capital and dividend together. 

Mr. GoscnEN-—No, we don’t want to know what dividend in gross has 
been paid to every shareholder, but what is the percentage that you pay on 
capital ?— Exactly. That I can supply you with on Monday. 

Sir Srarrorp Nortavore-- Can you compare the result of the banking in 
Scotland with banking in London and our provincial towns ? 

Witness—I will put in a statement presuming that on Scotch banks in the 
year 1873 there was a margin of profits of £1. 1s. 11d. per cent., that is, 
after deducting the 4 per cent . on the reserve capital account—this £1. 1s. 11d. 
would be the net margin of business profit. That is to say, on the money 
held by the Scotch banks the difference between the rate received and the 
rate given would be £1. 1s. 11d. per cent. and 4 percent, on capital. Jn the 
year 1874 the profit, say, was £1,411,000, including interest of capital and 
reserve profit—for which 4 per cent. (or £44,000) must be deducted—that 
would leave a net profit of £861,000—-thus leaving an aggregate profit of 
£1. 1s.11d. For the purpose of treating more clearly the comparison be- 
tween the Scotch and English banks, I must again refer to the Economist 
newspaper. We take our margin of net profit at £1. 1s. 11d. The Economist 
takes eleven of the London joint-stock banks, the total capital of which 
amounts to £9,000,000. Now, in 1874 the margin of profit of these eleven 
English joint-stock banks was £1. 6s. 3d., and in the year 1874 the margin 
of profit was only £1. 1s. 3d. 

Mr. GoscHEN—It is very important that the names of these eleven banks 
be put in as evidence. Can you furnish them to us ?— Yes. 
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Mr. GoscHEN—To make the comparison complete, we should also have 
before us a comparison of the capital and profits in the case of each of these 
banks ? 


Witness—I will try and get them for you, and also the percentage of re- 
serve, profits, and capital. The percentage on cdpital or capital and reserve 
profits in Scotland is about 17-8, and in England the percentage of the 
London joint-stock banks is 12°8. I should think the Scotch bank expenses 
amounted to about 1 per cent. on Scotch deposits. 

Sir Joun Lussock—It is desirable you should ascertain the exact amount 
of profits. I think that Iam right in saying that the extras of a Scotch 
bank come to about 1 per cent. on the amount of deposits. With regard to 
the amount of profit there is on capital in the London banks, I have found 
that the average profit is £11. 1s. 10d. per cent. on capital, and with the 
reserve cash deposits amounting to £96,000,000; in the case of the Scotch 
banks the percentage of profits is £8. 19s. 6d., with, say in round numbers, 
cash deposits to the amount of £77,000,000. 

Sir Starrorp Nortucote—Now, with regard to the contrast between the 
English and Scotch banks to which you have referred in the newspaper re- 
port. Are you, when contrasting the business of the Scotch, London, and 
provincial banks, going to confine yourself to the question of profit, or going 
into other maiters?--Iam only going to deal with the result of the profit. 
I have got eleven provincial banks whose issue I find, by applying the same 
mode of calculation to their profits, that the ten provincial banks of issue 
earned upon their cash deposits £1. 19s. 4d. per cent. per annum, and eleven 
English banks without issue have a margin of £1. 10s. 9d., and the average 
comes out about £1. 13s. 1d. The result isthat the ten English provincial 
banks of issue show that they make a larger profit than the eleven Scotch 
banks of issue of 17s. 5d. per annum. 

By CommitrEE—Do you apportion capital and deposits ? 

The Witness—Yes. The twenty-one banks that I have got here have 
78,000,000 of cash deposits, while their capital amounts to £8,670,000 and 
their reserves £3,900,000, the result is that the margin is in favour of 
English banks of issue to the extent of 17s. 5d. per cent. perannum. That 
if applied to our £78,000,000 of deposits in Scotland would give a difference 
in the banking system in Scotland compared to what exists in England of 
about £670,000 per annum. 

By Commirrere—That is after allowing for bad debts ? 

The Witness—That is after taking into consideration the profits of banks 
after paying all round. 

The committee adjourned to Monday next at twelve o’clock. 


House or Commons, Monday, May 10. 

THE committee resumed its inquiry this morning—the Chancellor of 
the Exchequer in the chair. The other members of the committee pre- 
seut were—Mr. Goschen, Sir Johr Lubbock, Mr. Campbell-Bannerman, 
Mr. Orr Ewing, Mr. Backhouse, Mr. W. Shaw, Mr. Sampson Lloyd, Mr. 
Leveson Gower, Mr. Anderson, Mr. Balfour, Mr. Mulholland, Sir Graham 
Montgomery, and Mr. Becket Denison. 

Mr. Davipson, Treasurer of the Bank of Scotland, and Mr. 
GatRDNER, Manager of the Union Bank of Scotland, were recalled, 
and further cross-examined jointly. 

The Caance.tor of the Excnequer—I think, Mr. Gairdner, you wish 
to offer some further explanation in answer to the last question put to you 
by the hon. member for Maidstone (Sir J. Lubbock) on Thursday. He 
said it might well be that the profit was not larger in the one case than 
the other, but the debts were smaller. 
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Mr. GarrpnER—Yes ; I did not catch at the moment the precise import 
of the question, which seems to convey almost an inference that the 
Scotch banks lose more money by bad debts than English banks. Now, I 
wish to say that I do not believe there is the slightest foundation for such 
a supposition as that, and I bree that it was well that I should say so 
expressly. I believe the Scotch banks have been very free indeed from 
bad debts for a considerable number of years. 

Sir Jonn Luszock—I may say that I did not in the least intend to 
imply that they had many bad debts. It did not occur to me. 

he CHANCELLOR of the ExcHEQquER—Do you desire to complete the 
statement which you commenced, showing the contrast in the results of 
banking in England and Scotland. 

Witness—I should like to doso. Ido not think I stated when I was 
last examined the fact that in selecting the twenty-one English provincial 
banks, from whose balance-sheets the figures have been taken from which 
I spoke, I took the balance-sheets of the banks whose liabilities exceed 
£1,500,000. I put in the following papers on Thursday :—First, the 
analogies of the published balance-sheets of the Scotch banks, 1864 ; 
second, the analogies of the published balance-sheets of the London joint- 
stock banks—these two having been made up from the Economist news- 
paper; and, thirdly, the analogy of the published balance-sheets of the 
English provincial banks whose liabilities amount to £1,500,000 each bank 
—the aggregate being £78,000,000. The comparison therefore seems to 
be fair so far as the amounts are concerned, seeing that the Scotch banks’ 
liabilities come to £77,000,000, and the London banks’ to £96,000,000. 
On Thursday I stated what was my estimate of what the loss might be 
held to be that would accrue to the people of Scotland by the adoption of 
the English margin of banking profit, and I now propose to state 
what I estimate would be the gain of the people of provincial England 
from the Scottish margin of banking profit. In approaching that I find 
Tam without any accurate statement of the deposits of the provincial 
banks of England, but with the assistance of Mr. Palgrave’s useful work, 
I find that he arrives at the conclusion that the amount is somewhere about 
£200,000,000. I think that must be held to be a very moderate estimate, 
seeing that it embraces a population in excess of 15,000,000, excluding 
London and the suburbs, as compared with 3,300,000 in Scotland, where 
the deposits amount to £80,000,000. But I take the amount as stated by 
Mr. Palgrave. It includes private and joint-stock banks in England. On 
the basis of that estimate of £200,000,000 I arrive—in regard to thirty- 
one English provincial banks, of which eight banks have issue and eleven 
are without issue, and whose aggregate liabilities and profits are £78,000,000 
—at a margin of profit, after deducting all expenses, of £1. 13s. 2d. per 
cent. while the margin of profit of the eleven Scotch banks is £1. 1s. 11d. 
The difference is lls, 3d. This difference, applied to £200,000,000 of 
deposits, would give a gain of £1,150,000 per annum. 

The CHANCELLOR of the ExcHequer—Can you give us any illustration 
from the history of the Union Bank of the manner in which the smaller 
banks have been absorbed ? 

Witness—I can. The Union Bank of Scotland has, more than any other 
large bank, absorbed into its system the old profit of the small joint-stock 
banks, and no doubt the committee is aware of the difference in the law 
of 1845 affecting Scotland and the law of 1844 affecting England in that 
respect, for the former gave full permission to the banks to amalgamate 
without loss of any of the advantages they had under their Acts, and it 
appears to have worked in Scotland very satisfactorily. The head- 
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quarters of the Union Bank of Scotland are at Glasgow, with offices 
in Edinburgh, and 116 branches throughout Scotland. The bank was 
established as a joint-stock bank in 1830, under the name of the Glasgow 
Union Banking Company. The capital is £1,000,000, the whole of which 
is paid up, and the liability of the partners, of whom there are more than 
1,200, is unlimited. The business and importance of the bank have been 
greatly increased by the policy early followed by the board of directors of 
buying up the old-established private banks, and consolidating those con- 
cerns with their own. In 1838 they took over the official Bank of Glasgow, 
established in 1761. In 1838 they purchased the business of the Paisley 
Union Bauk, established in 1788, that of Sir W Forbes & Co., founded 
in Edinburgh in 1694, under the name of John Coutts & Co., of which 
Coutts & Co. is an off-shoot. In 1843 they amalgamated the Ayr 
Bank and the Glasgow Ship Bank, the former dating from 1771, and the 
latter in part from 1750. In 1843 the name of the bank was changed to 
the Union Bank of Scotland. In 1849 the business of the Aberdeen Bank, 
dating from 1767, and in 1857 the Perth Bank, dating from 1766, were 
joined to the Union. These amalgamations have been of much value to 
the bank, and have proved of great public advantage to older organisations, 
being no longer adapted to the altered conditions of trade. 

The CHancE.tor of the Excnequer—You wish, [ think, also to ex. 
plain the manner in which the reserves are maintained ? 

Witness—The purpose and function of reserves of banks is in order to meet 
the engagements of the banks, and in order that they may do so it is necessary 
that they should be met not only at the time, but at the place where these en- 
gagements require to be paid. Now, the place where the engagements of the 
Scotch banks require to be met is London, and perhaps it may be useful that 
I should explain how that comes about. In Roland, suppose that a debt 
has to be paid, there are only two ways in which it can be done. It must 
either be done by payment in cash—that is to say, in coin--or it must be done 
by means of a document which will have the effect of transferring from the 
debtor to the creditor the claim on the bank for the amount of coin. Sup- 
posing the payment is made in coin, then the amount—say £1,000—would 
be handed over. The £1,000 would be transferred from the bank of the 
debtor to that of the creditor; but that process is so cumbrous and trouble- 
some that it is not adopted on any large scale. The usual mode of settling 
debts is by means of a document, and that document, whether it be a cheque 
or a note got from the bank of the debtor or by means af a bill, is paid by the 
creditor to his banker, and by his banker it is passed through the Clearing- 
House. Suppose A to be the debtor and B the creditor. The banker of A 
pays in the notes or cheque which comes against the bank, and assuming that 
the transaction in Glasgow, or any other large town in Scotland other than 
Edinburgh, the bank pays by giving its draft to the other bank upon the 
Edinburgh office of the bank, Edinburgh being the headquarters for all clear- 
ing-house purposes of the bank in Scotland. The banker of B then sends his 
draft to his office in Edinburgh, and it is passed through the Edinburgh 
clearing-house and again appears against the banker of A, who then pays it by 
a draft upon his London correspondent. In that way all the transactions in 
Scotland that are settled for by means of notes, cheques, bills, or in fact, any 
way, except by coin, ultimately centre in London, and are paid by drafts upon 
the correspondents of the Scotch bank in London, Out of this arises the 
necessity that they should keep their reserves in London, and accordingly large 
sums are always maintained available to meet these obligations which are 
coming forward constantly from the London clearing-house. These reserves 
to meot engagements are kept, I believe, by all the banks. First, in the form 
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of balance to their credit with their correspondent in London; secondly, in 
the form of loans of short dates to bankers, bill-brokers, and others in London ; 
and thirdly, in the form of government securities and other securities, which 
are easily realised when required. In that way weare enabled to meet all the 
obligations which come against us from operations in Scotland. 

Mr. Batrour— What would be the result in the event of a run upon you? 

Witness—It depends upon how the run shows itself. If the run consisted 
of a run upon notes, which notes were paid by the other banks, then the 
demands upon the bank upon which the run was made would go against them 
through the clearing-house in London, like any-other obligation. But if the 
run was for coin, the bank in Scotland would bring down coin from London. 
It would draw out the money which it had to its credit in London. 

Then there is no reserve fund in Scotland ?—There is a large reserve in 
coin, which would be available for a short time, but if that coin proved insuffi- 
cient, then the coin would necessarily be brought from London. There is 
nothing unduly artificial in these arrangements. London is the bullion mart 
of the country, precisely as Liverpool is the cotton mart of the country, and 
it is in London where stores of bullion are most conveniently kept. 

Mr Goscuen—Can you explain the way in which the phrase, “ There is 
a heen competition amongst the Scotch banks” was used in one of the state- 
ments put forward. Will you explain how the competition acts ? 

Witness—In the first place, the banks agree upon the tariff as it were of 
rates, and upon the basis of that tariff a very keen competition is maintained. 
The tariff leaves the banks a very small margin of profit. 

Have you competition in the sense of raising or lowering terms. You are 
on the same terms ?—On the same terms. 

You do not raise or lower your terms as against each other ?—No, we 
do not. 

Is there any bank in Scotland which stands aloof from that combina- 
tion 1—No. 

But the branch banks in Edinburgh—the Oriental, for instance—how 
does it stand ?—They are no parties to our agreement. They compete 
with us in the deposit branch of our business upon totally different terms. 
They take money for long terms at fixed rates. 

And I presume they only compete with you for the larger class of de- 
posits ?—I do not know. 

But if they interfered with the banks in the smaller class of deposits 
the banks would find it out?—1 do not know that we have the means of 
finding it out. 

The peculiarly Scotch part of your business has been described to us as 
draining the country of deposits. I do not mean in a hostile sense but 
satisfactorily. Do these institutions take part in that process ?—I am not 
aware that they do to any great extent. 

Need the committee take into consideration the fact that the Oriental 
or Colonial Banks have branches in Edinburgh /—Well, it is an important 
fact that they are there as bankers to compete with us for deposits ; but 
the conditions upon which they borrow are quite different from ours. 

Can they compete with you except in Edinburgh or Glasgow ?—Oh 
yes, they could have branches where they pleased. 

But could they do that without £1 notes ?—I beiieve so. 

You would be able to conduct your business without £1 notes 7—We 
should be, but whether it would have an effect upon the business so con- 
ducted I cannot tell. 

Do you attach great importance to the possession of the £1 notes ?— 
They are part of an old system which has grown up. !t is not easy to tell 
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bow far seen are essential, and certainly it is so regarded by the people of 
cotland. 

I wish to know your opinion from a banking point of view, because this is 
really one of the most important questions for the committee, what degree of 
value do you attach to retaining the power of issuing £1 notes, of holding £1 
notes in your branches, and the privil which result from that ?—Well, I 
have no authority to speak on behalf of the bankers in regard to this 
question. 

Will you state your own opinion; I should wish to have an answer on that 
point ?—There is no doubt that in Scotland generally it is regarded as a very 
important feature in the system. 

But speaking as the manager of a bank, do you attach very great import- 
ance, or great importance, or comparatively little importance to this privilege ? 
—TI should say the importance of it is not so great as it was at one time, but 
it is important still. 

It is not all important ?—It is not all important. 

Is it very important?—I should say I do not come here with any 
authority to answer, nor am I quite prepared to give a distinct answer. 

But it is important 7—It would be more satisfactory to me to communi- 
cate with the other banks before giving an answer. 

Mr. Goscoen—Well, Mr. Davidson, will you kindly answer the 
question ? 

Mr. Orr Ewrna—Before you put the question allow me to ask one. 

The CHANCELLOR of the ExcHEquer—I think we had better let him go. 

Mr. GoscoEn—Will you state whether you consider the issue of £1 
notes very important to Scotch banks ? 

Mr. Davinson—I do most decidedly. I stated in my evidence the large 
proportion of small notes in circulation as compared with £5 notes and 
upwards. By the last Gazette returns the small notes amount to £3,744,000, 
and the large notes to £1,965,000 only. To deprive us of the power of 
issuing these notes would not only involve considerable loss to the banks, 
as I am prepared to show, but it would also, I think, dislocate the whole 
system. I look upon the privilege of issuing small notes as the real key- 
stone of the fabric. Both from a banking point of view as regards profit, 
and in the interest of the public, it would be a very unfortunate thing for 
the banks to be deprived of the issue of £1 notes. The community have 
become familiar with this system during the last 180 years, and have known 
no other, and they have had no cause to feel any but unbounded confidence 
in the system. 

I understand you to say, as regards the banking point of view, that the 
profits from the right of issue are appreciable, and that higher charges would 
have to be made to the public if that, right were withdrawn ?—That is the 
only way, unless the banks were to sustain a loss. 

Then, if another bank, not having the right of issue, were to attempt to 
compete it would practically be unable to do so ?—I think it would from 
that and from another cause—the great competition which exists between 
the banks. 

I will assume, ther, tat it is only a nominal argument to say that English 
banks are free to go to Scotland. They are free to go by jaw, but the 
monopoly enjoyed by the Scotch banks practically excludes them ?—No new 
banks have been established since the Act 1845, and a number of banks 
have been incorporated with the existing 11. There has been no demand 
for new banks. The country is so full of banks that, independently 
altogether of ary other question, there has been no inducement for a long 
period to establish new banks. 
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Examination of Mr. Gairdner continued—It is the magnitude of the 
existing banks which enables them to mainiain themselves on the small 
scale of profit. 

Mr. Gosca—EN—Does the Scotch business increase ? 

Witness— Very much indeed. 

Would that increase give room for other banks?—No, I think not. I 
think that any new bank would hardly survive the period of its infancy. 

Do you attribute that to the fact that in Scotland there are already more 
banks than can well live ?—I put it down to the fact that the margin of 
profit is so small, and that the whole country is thoroughly occupied. 
There is no opening. 

Then, speaking for your bank, you do not object to throwing open the 
market /—I am speaking individually, not as the representative of a bank, 
and I do not say that the withdrawal of the monopoly would have any 
effect. It might, in speculative times, and new banks might spring up, 
but I do not think they would long survive. 

Mr. CAMPBELL-BANNERMAN—By the withdrawal of the monopoly you 
mean not taking away any privilege you possess, but extending it to 
others ? 

Witness—Yes. ‘ 

Mr. GoscuEN—That is what I mean. Can you conceive any reason why 
in Ireland other banks have been able to start? 

Witness—I do not know the caso of Ireland thoroughly. 

Do you think there is any force in this distinction, that the notes of the 
Bank of Ireland are legal tender, whereas the notes of the Scotch banks 
are not in England ?—I do not say that that should have any effect. 

Do you attach importance to the power of issuing notes against coin, 
beyond the authorised issue /—Yes, I think it is very important. 

Will you give your reasons ?—It leaves the banks practically free, as 
they were prior to 1844, with the single restriction that they keep coin to 
the extent required by the Act of 1845. 

Why is that an advantage ?—lt is a very great advantage. The banks 
of Scotland are free to issue whatever quantity of notes the public require 
provided they maintain at the offices an amount of gold equal to the excess 
beyond their authorised circulation. 

If there comes any special demand above the regular demand at a branch, 
it is covered by your being able to hold a stock of bullion at the head 
office ?—Certainly every bank has printed probably double the amount of 
notes it has in the hands of the public. These are held at the various 
offices ready for use, and no doubt that is a great advantage. 

Mr. GoscHEN—Do you think if you had exchanges every day that you 
would have to hold more gold ?—I think not tv any material extent. 

In the case of a run on the bank, how would that affect the matter ?— 
In the case of a run, the course that would probably be adopted would be 
to return the notes held by the bank on which the run took place. 

Would the bank fail in its duty if it did not return the notes at once ?— 
That question has never arisen in Scotland, but, dealing with the banks of 
Scotland as we now find them, we should probably wait until the ordinary 
exchange day. 

You would rely on banks holding the notes of other banks in hand and 
not part with them to exchange them into gold ?—I think so, 

Tn the case of the Western Bank of Scotland, did it not appear that the 
notes were more largely in the hands of the public than the amount they 
had in hand on exchange day /—-I cannot answer that question accurately, 
but the amount at the date at the stoppage of the bank was larg2r than on 
an ordinary exchange. I cannot state the amount. 
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Would that show that the authorised issue of notes was larger on ex- 
change day than it ought to be, and that the number issued did not fully 
represent the amount authorised —I am not quite sure that follows, not 
being aware whether the bank had a larger issue on the day of its stoppage 
than it could return on an ordinary exchange day. I do not know if the 
Western Bank of Scotland did infringe the provisions of the Act of 1845. 

Does it not show in effect that at the time of the stoppage of the Western 
Bank of Scotland the issue of notes may have been in excess of the pub- 
lished balance-sheet ?—Certainly it does. 

Then would it be fair or not if one were to take the average liabilities 
after exchange day, as calculated by other days, to be proportionately 
larger 7—Yes, certainly. 

s it your wish to take the average circulation of Scotch banks as the 
same on other days as Saturday /—According to our system it is so; 
but if we adopted the plan of daily exchange then the amount of issue 
daily would correspond with the Scotch return, so that after all it only 
resolves itself into a question of time and trouble. 

I will now call your attention to the papers which you put in showing 
the state of the liabilities of the bank. The total liabilities, I see by the 
return of the banks, amount to £105,000,000. Would you now state to 
the committee what the gold and silver coin and notes of other banks 
amount to ?—They amount to £6,300,000. 

From that amount would you make any deductions ?—Mr. Davidson has 
reminded me these figures are taken from the balance-sheets of the banks 
which are —- at various dates. They do not give the actual amount 
of gold and silver held on any particular day, and therefore I cannot say if it 
really represents the liabilities each day. It deals with all the banks sepa- 


rately. 
We may take it that the liability of the Bank of Scotland is £14,000,000 ? 
—Yes, the total liabilities. 

Out of a total of £106,000,000 you deduct £14,000,000 as paid-up capital 
and reserve !/—Yes, that would leave in round numbers £90,000,000. 

Mr. Davinson—Will you allow me to remark that this statement points 
out the position of the banks as they were laid before the shareholders at the 
last annual meetings, and it extends over a period of a year, from April, 1874, 
to April, 1875, so that it is very difficult to say what was the total amount 
on any given day. Again, there are different modes adopted of taking these 

ces, various banks adopting various systems, and therefore I cannot 
attempt to compare the statements of each bank. I am here to give evidence 
as to the Bank of Scotiand, and any explanation that you may require—not 
to refer to other banks of Scotland. I could not give you the special infor- 
mation you now desire unless the Scotch banks made up a special balance- 
sheet to a certain date. : 

Would you go so far as to say that within a few millions the statement 
which you have put in as evidence is substantially correct ?—Quite so; but 
as to the question of the reserve, dvc., there is, as you may suppose, a great 


ference. 

Now, I should like to know whether there is any information with regard 
to how much of this amount consists of notes of other banks ?—I have no 
information on that subject generally. 

Can you tell me with regard to the Bank of Scotland ?—The last balance- 
sheet of the Bank of Scotland showed that the amount of silver, gold, 
and notes in hand was £4,000,000, but of that amount £344,600 consisted 
of notes on other banks. 


Now, what do your total liabilities represent? -Our total liabilities, 
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consisting of drafts, notes in circulation, deposits, acceptances, dvc., amounted 
to £12,254,000. 

Would you under pressure demand coin of other banks ?—No, I think 
not, except under very extraordinary circumstances. 

Your note circulation on the day this return is made up to is £626,000. 
Would you kindly state what was the amount of reserve in hand. y 
£342,000 would have to be deducted from notes in circulation—that would 
leave £290,000 ?—Yes ; no doubt of it. 

Then your position would be this—that you issued £290,000 on that day 
in excess of the ordinary issue. On that day your coin was £390,000. 
Therefore, the £290,000 being represented as issue of notes, your gold and 
silver coin for general purposes was £100,000 against liabilities of 
£12,200,000. That is to say, your liabilities amount to on that day 
£12,200,000, and the coin you have at your command amounts in round 
numbers to £100,000 !—That is one way of putting the matter, but I wish 
to explain that under the Act of 1845 we really had a much larger sum. 

Are you able to show but for the privilege of issuing notes against coin, 
unless you altered your arrangements, you would have to hold more than 
£100,000 ?—No, I cannot admit that atall. If the banks did not hold gold 
according to the Act of 1845 it would hold a larger supply against other 
liabilities. 

Although the bank is privileged to issue notes as against bullion, it is 
necessary you should hold some very large reserves. Now, you object to the 
amount held against notes being deducted while you have other reserves which 
have not been referred to ?—Quite so. 

What percentage should you hold against notes ?—About 34 per cent. 

Then, including gold which you held against the notes and your gold and 
silver notes on other banks, you think 3} per cent. is sufficient on your lia- 
bilities ?—Quite so, from your point of view. 

If you calculate 80 percentage of other banks is the Bank of Scotland on 
the same level with ther on this point ?—I should think it was. Of course, 
there are banks which require to hold a larger amount of gold than the Bank 
of Scotland. 

Have you ever happened to have seen what the proportion of bullion is to 
o liabilities of the Bank of England ?—Yes, I have seen statements to that 
effect. 

Will you tell us what it was?—The percentage was 39 per cent., but it is 
always different with the Bank of Scotland. For the Bank of Scotland you 
must include such items as the government securities, cash at the bankers, 
short loans. These items would amount to £3,225,826, and only take these 
funds as being available, or I s:"d rather say immediately available, if 
any sudden demand might be made upon the bank. If all these are taken 
together, the percentage would rise to 30 per cent. on the liabilities of the bank. 

If you want to compare yourselves to the Bank of England, you would be 
content with a smaller percentage ?—Quite so; but if I wished to compare 
our position to other banks—the large London banks for instance—I should 
find myself in a very favourable position as compared with them. The issue 
of the Bank of Scotland is comparatively quite trifling with reference to its 
own liabilities, the amount being £226,000, as against liabilities to the amount 
of £12,000,600. 

You do not think you require the same amount of reserve as the London 
banks !—We require a less amount of reserve than many of the large banks 
in London. Our deposits are 64 per cent., and for all respects a sum not 
exceeding £100,000 was no sum of magnitude. Looking to the amount of 
the deposits, I think the London banks require a larger reserve. 

c 
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. Have you got branches in London ?—We have, and also the National 
Bank of Scotland. 

Is your business in London of any great magnitude ?—Nv ; on the whole 
it is very trifling. i 

Are you offering great or greater facilities than you used to the Loudon 
customers ]/—We are not. 

Do you contemplate, if you remain in London, extending the London 
banking business, and offering facilities to your London customers /—Of 
course, this is a question which I do not wish you to answer unless you see 
your way very clearly to answer /—I have no hesitation in giving an answer, 
Perhaps I ought to explain the object of the Bank of Scotland in opening 
abranch in London, First of all when the bank was established, its directors 
were one-half in London and one-half in Scotland. It had an establish- 
ment in London for many years, and then it was withdrawn. I merely 
mention this as part of the history of the bank. But, as I have said before, 
and will again mention here, there has been a necessity for the Scotch 
banks keeping their reserve in London. I may also say that there has 
been a tendency of late years for Scotch commercial houses to open branches 
in London and to open London accounts, The directors of the Bank of 
Scotland came to the conclusion, the reserve being so much increased lately, 
that they should have a branch in London, managed by themselves, and 
they also wished to avail themselves of the practice which now springs up 
among Scotch houses of opening accounts in London. But, in addition 
to that, I have no hesitation in saying that the bank hopes to increase 
its business in London. It feels that it has a double right to be in London, 
and I see no reason why we should not come there. I may also explain 
that, in consequence of the largely increased resources of the Scotch banks 
and the amount of deposits having increased by £22,000,000, it was found 
difficult to employ the whole of these means so far as Scotland was con- 
cerned, and it was necessary therefore for the Scotch banks, to a consider- 
able extent, to have these funds, or a portion of them, in London, and 
therefore this was another inducement for the Bank of Scotland to come 
to London. 

You do not think that the 314 per cent. you have referred to is a small 
amount looking to the general business done by your bank }—I think not. 

You hold in London a very large proportion of the reserve ?—Certainly, 

And you are able to conduct your business by falling back on the bullion 
in London ?—With regard to the bank’s own customers there is a certain 
amount of competition. 

At present do you rely on London for bullion /—Of course, we rely on 

for repayment of moneys we have placed there. 

You rely in Scotland on holding a large amount of bullion by arran- 
—- with London ?—We do not occupy the position the London 
banks do. 

Do you represent for the whole currency in Scotland there would be no 
difficult position in Scotland as regards the holding of bullion for your one- 
pound notes, as banks in London which have no issue at all?—So long as 
we can get gold we place money in the hands of the others. 

Do you employ your money remuneratively in London or not }—That 
depends on the mode in which it is laid out, as I have mentioned, on re- 
serve, government securities, short loans, cash at the banker’s, dc. 

You have said that £326,000 represents government securities, cash at 
the banker’s, short loans, dc. Now, can you tell me out of that sum how 
much represents cash at the banker’s ?--I cannot at this moment say, butif 
the committee think that it is necessary, there would be no difficulty in 
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finding out, with regard to government securities however we never hold.less 
than J} per cent. We have what we call direct and indirect profits. The 
indirect profits are diminishing. 

Could you place before the committee an estimate of the profits of the 
Scotch banks of issue ?—The amount authorised to be issued was £2,700,000, 
which, at 3} per cent. is £100,000 a year. That is charged against the 
cost of maintaining the whole issue of £6,000,000. Then there are charges 
for licency duty, and stamp duty upon maintaining it, which is 13s. ipa 
per cent. Then add to that expenses of maintaining circulation, I find 
the cost of maintaining and taxation is 1} per cent. 

Now, ra —— be the case supposing you — no privilege to issue ah 
notes at all?—I do not think the question of rate, cent., is importan’ 
at this stage of thecalculation. What I understand & that what you want 
can be calculated at any rate you like. This calculation is taken at 3) per 


cent. 

Would you not consider that the value in Scotland—being allowed to issue 

See notes — 2100000 lek the — amount Ps Regs on conc! 
uppose you iabilities of notes, or ,000 on deposit, 
would the latter be the most valuable transaction 1-—Not necessarily. 

Have you not this advantage, that you believe notes are the most per- 
manent form ie, Cp both permanent and steadily increasing, and I 
cannot say one wo more profitable than the other. 

Then I do not see why you calculate a greater amount of profit on notes 
than on deposits—I must state some rate and I will assume the amount of 
the result to be 3} per cent., be that amount right or wrong. The calculation 
is then made of £2,750,000 of authorised issue. I take that, deducting the 

and expenses of issue, as 1} per cent., including taxation, but against 
is they would require to hold a stock of notes or gold in banks of issue in 
England, or in any bank of issue. So that, with deposits only, it would 
require a very large stock to carry on the business, It has been calculated 
that, with eight banks, in order to work all their branches, would require 
£300,000 each, and that the smaller banks would require £500,000 each for 
working —e. But in ataon io t P sg at merely for the pur 
poses of daily operations, we t we require a reserve 0! 
gold and cash balances without interest. Presuming them to be in the Bank 
of. England for £1,000,000, the total amount we require would be 
£8,647 ,271. Then comes the sum of 3} per cent., which would bring it to 
£232,725, and from that Seg woul have to deduct 1} per cent. on the 
Sy <r ” 7 of the Scotch banks of £73,279, bringing out a net amount 
0) 59,248. 

In making this calculation you have not included the amount of gold it 

would be necessary to hold !—I have stated before £4,000,000, but I have 
merely stated what has been estimated necessary for the working expenses if 
there was no issue of notes, 
. Now, if you do not wish to answer the question which I am about to put 
to you, of course, I shall not press it, but what I should like to know is 
whether you would object to a clause being inserted in an Act of Parliament 
requiring the Scotch banks to hold gold specially against their issue—I mean 
in excess of their issue. 

Mr, Osr Ewrnc—I think this is a very important question, and one 
which should not be put to the witness in a hurry or answered at once. I 
must submit that it is hardly a proper question to put to the witness. 

Mr. GoscueN—I think that it is. For you must remember, in putting it 
to Mr. Davidson, I told him that I should not press it if he was not willing 


to answer. And I thought it was a proper stage of the inquiry at which to 
put the question. 
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Mr. Orr Ewina—I do not object to Mr. Davidson giving ful lstatistics of 
the working of the Bank of Scotland, but I think this is a question which 
should not come before the committee, and which should not be answered 
until an opportunity has been given Mr. Davidson of consulting with other 
bankers on the subject, in order to see what answer should be given. 

Sir Srarrorp Norracore—It is an important question, and one we have 
a right to go into, but perhaps we are going rather outside our present line of 
examination. 

Mr. Onr Ewrsa—What I object to is that the question just put alludes to 
future legislation. We are inquiring into the present law without referring 
to future legislation. 

Sir Starrorp Nortucore—I cannot say that. 

Mr. Goscnen—It is with future legislation that we have to deal. 

Mr. Orr Ewrnc—Not as far as the witness is concerned. 

Sir Starrorp Nortucore—As there is some difference of opinion the 
room had better be cleared. 

On the re-admission of the public, the examination was continued by Mr. 
Goscuen. Do you attach peculiar value to the issue of notes by the Scotch 
banks being limited to the amount of gold held ? 

Mr. Davipson—I do. 

Be kind enough to state shortly to the committee what advantages you 
attach to it?—In the Scotch banks they now hold a certain proportion of 
gold, as required by the statute, against their note issue. How far they are 
required to hold the whole of that amount for that purpose I am not pre- 
pret to state, but my impression is they do not require so large an amount, 

aving always in hand a certain amount of reserves, and that this excess 
might otherwise be in circulation under the statute. They hold on an 
was ,000,000 against their note issue. : 

I think you do not understand my question. What advantage would 
arise if you were required to increase your issue without holding more gold 
against it. You have explained the advantage of their holding gold in pro- 
portion to the issue. What advantage do you derive now from being 
allowed to hold gold against your note issue and against your general 
liabilities /—I think that question would have nearly the same tendency as 
the previous question. 

No. I think you do not understand me. The Scotch banks now must 
hold a certain quantity of gold against their authorised issue, but if the 
Act did not require it they could place it against their general liabilities. 
What advantage would arise if the gold were held against the excess issue ? 
—That appears to involve a new principle, and I should require considera- 
tion on the subject before giving an answer, more especially as I have had no 
opportunity of consulting other managers upon the matter. 

ou prefer not to answer the question of what advantages would arise if 
the Scotch banks were allowed to hold their gold against all their liabilities 
instead of against note issue only ?—Yes. I am not prepared to answer it at 


t. 

Would you consider, in that event, that you would have to hold more gold 
than now, or less ?—Decidedly not more. 

In the earlier part of your examination, when I asked you the question if 
you were to take the excess of the bank notes over the issue, and if you were 
to deduct the amount of coin in the Bank of Scotland, and then there re- 
mained a balance of £100,000—that representing their liabilities—I 
understood you to say that that £100,000 would not be enough /— 
Exactly so. 


I am not now inquiring into the importance of the principle, but 



































Banks of Issue. 37 


whether, if the gold were hypothecated to secure the notes especially, and 
could not be touched for other purposes, whether then you would be 
obliged to hold as large an amount. 

Mr. GarrpNneR—I should say, decidedly so. 

I will not pursue the question of the principle further, as Mr. Davidson 
prefers not to answer it. Do you see any disadvantagesfrom the Bank of 
England notes not being established as currency in Scotland?—No; I 
cannot say that I see any disadvantage. 

Nor any benefit ?—No. 

Would it be a disadvantage to Scotch banks if they were made current ? 
—I do not know that it would. 

Do you do any banking in the north of England !/—None whatever. 

Would you not be able to give your own opinion as to the effect of the 
one pound notes circulating there 7—No. 

Do the banks in Scotland fix their charges for deposits upon a uniform 
scale ]—They do. 

In what form, then, does competition take place when you all make the 
same charges in different departments Competition chiefly arises from 
the fact that each bank in Scotland seeks to retain its own customers by 
liberal treatment, and not, as in London and elsewhere, where there is an 
open market by which customers of the banks may receive benefit. 

I perfectly see that, but what influence do you bring to bear on cus- 
tomers in order to bring them from one bank to another. You cannot 
do it by offering higher interest on deposits ?—No, certainly not, but there 
is the question of liberality in treatment and the question of accommo- 
dation that may arise, and then, again, of course, customers have their 
own preferences for one bank over another. Beyond that I cannot say 
what influence there is. 

There is no way in which you would compete. An alteration of the 
rate for deposits /—Certainly not, because in that matter we act upon a 
certain common understanding. 

How is this arranged. Do the managers of banks meet periodically! 
settle the rates and charges 1—Yes, we meet and determine the charger. 

Do the representatives of all the Scotch banks attend this meeting i— 
All except the representatives of a few of the north country banks; but 
they always acquiesce in whatever arrangement may be made by the 
Glasgow and Edinburgh banks. 

Do they all coincide in the arrangement that is made /—They do. 

Do you aitach much importance to this arrangement made by the banks 
of Scotland among themselves 7—Yer, I do, both as regards the banks 
themselves, und as regards the customers. 

What advantage do you attach to it as regards the public ?—This 
arrangement secures to the small traders the same terms as to the large 
traders, and as the business in Scotland is very much made up of small 
tradesmen’s accounts, the smaller merchants are thus enabled to have the 
advantage of the same accommodation on the same terms as are afforded to 
the larger traders. 

Would not the individuai banks be able to arrange this matter of the 
rates, without meeting together?—I think not in so satisfactory a 
manner as at present. It will be observed from the returns which have 
been furnished of the profits of the Scotch banks that this tariff arrange- 
ment works very satisfactorily both to the bankers, the depositors in the 
banks, and to the public. 

Do you attribute this to the fact that in Scotland no bank can underbid 
the other, nor overcharge /—Yes, I do. The banks deal as liberally as 
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possible with the depositors, and in order to encourage them they must 
act with reference to the rates they cliarge. “ j 

But why don’t banks trust each other in fixing their rates?—I am 
rather afraid that course would lead to some confusion. That is the im- 
pression of the Scotch bankers, and it has been so for a long period of 

ears, 

T Since when, may I ask ?—Since the passing of the Act of 1843. There 
have been some interruptions in the practice, but only very exceptionally. 

Is it a question of keeping up the profits /—I am hardly prepared to say 
it is 80. We have not had sufficient experience of it. 

Does the arrangement affect the small banks equally with the large 
ones 7—T think so." 

“Would it be fair to say that it gives the power of monopoly to the 

banks ?—In answer to that quostion I can only point to the results 
| with reference to the treatment of customers and the amount of 
profits actually made. ' 
* You ‘then, that the profits realised have been moderate !—Yes, I 
do; dally as compared with other parts. ' 

And'with regard ‘to the dividends 1—It is only within the last ten or 
twelve yéars that the Scotch banks have commenced to increase moderately 
in ~—— to their dividends, and this must be almost entirely due to the 
fact ‘the depositors are treated with liberality and according to a 
uniform tariff. , 

Have there been any complaints as to union of the Scotch banks amongst 
cae with regard to fixing the charges to depositors /—I don’t know 
of an complaints. 

You lo not think, I presume, that it keeps down the rate on deposits !— 
No. On the contrary, it tends in the other direction, if at all. 

Is there both s se and a oeneee Fao or have ~~ a discre- 
tionary margin ? You speak now with regard e interest on deposits 1— 
Yes. There is a maximum rate fixed. There are three classes of det i- 
tors, and there is a maximum rate fixed for the first-class, and similarly 
for the other classes. ' 

Then you must allow for a given class of deposits a certain rate of 
interest, and you must not allow more than that !—Well, I don’t know if 
iy bank would allow less, but they are not allowed to give more. ' 

ere would not be any objection to giving leas, would there !—Possibly 
contingencies might arise when it would be allowable. 

Sir Jonn Lussocx—I understand you to say that the b rpm of banking 
— mt gears been most important and beneficial to the country 

e —Yes. , 
Tt bas been the general opinion of bankers, has it not:?—Yes, it has. 

Mr. Fleming has stated that the value of the note circulation consists in 
that it allows the banks to keep a certain amount of gold in their own 
hands, and leaves a certain amount in the hands of the public. Are you 
all of that opinion ?—I am, certainly. 

Are the notes in the tills of your branches equally as valuable to you as 
those in circulation !—Yes. 

BS 5 wr the committee may take it that many of your smaller branches 
} a ractically unremunerative if you had to keep gold there /—Yes, 
ey would, 

ince the passing of the Act of 1844 I think almost all the banks affected 
were banks with small branches, were they not /—Comparatively so. 

For instance, the Bank of Scotland with nine branches, and the Perth 
Banking Company with three branches /—Yes. 
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I think most Scotch banks have branches in Glasgow /—Yes, except the 
north country banks. There are three north country banks—two m Aberdeen 
and one in Inverness, 

oe I think there are six banks of issue?—I am not aware of the 
number, 

The right of issuing notes is limited in Ireland to those having a small 
number of branches, is it not ?—I am not aware of it. The Royal Bank of 
Ireland has only four branches, and that would fall in with what I have 
gaid as to the right of issue being limited to those banks with a small number 
of branches, 

In your former evidence you mentioned that in the case of twenty-one 
English banks the average profits were £1. 19s. 4d. per cent. per annum on 
be Fesigan a issue a 3 of end — only. , mals 

your on. You stated the amount of expenses O88 Cases 
was from £1 Ba 1s. ?—Yes, I think that was so. 

In the case of the London joint-stock banks, I think the proportion is 
about 13s. 4d., is it not /—I believe it is. 

The expenses of management of the Scotch banks were, in the year 1870, 
10s, 1d. per cent. on the average amount of cash deposits /—No, of the Lon- 
don joint-stock banks. 

Of the London joint-stock banks 16s. 1d. in 1870, and 14s, 1d, in the 
year 1871 ?—Yes. 

And for the year 1872 it was 13s. 4d., for 1873, 14s., and for 1874, 18s. 2d., 
was it not ?—That is correct. 

Do you think there is any advantage in having a large number of 
branches in small towns }—Well, as regards the issue to the public, it may 
not be absolutely requisite, hut on the whole the system is of advantage 
to Scotland, and generally speaking, the Scotch banks have found it to 
answer very satisfactorily. 

Then, in the manner of working it has been found a good system, 
though the principle may not be good !—Yes, and it leads to competition, 
which may be of use in some places. The banks serve not only for the 
towns they are in, but for the district around, and that is the case in 
Brechin, where the banks do duty not only for the town, but for the 
surrounding country. 

You stated you would put in the amount of notes exchanged before you 
made your returns /—I submitted a statement on Thursday last on that 


int. 

Pot has been stated in a work published on the matter that the circulation 
in May, 1867, was £1,600,000; in May, 1855, £1,500,000; in May, 1854, 
£1,450,000 ; whereas in your return the largest amount was £525,000. Is 
that correct ?—I think there must be some mistake somewhere. I will 
look into it, and have it rectified. 

The circulation of sovereigns in Scotlan is, generally speaking, small ? 
—Quite trifling. ‘ ni , 

In the table you have put in showing the position of the Scotch banks, 
in the column of acceptances the three Scotch banks in London have ac- 
ceptances of £3,500,000 out of a total of £5,100,000 /—Yes. 

I presume the tendency is that after the banks are established in London 
the acceptances will increase largely !—Well, there is no busines in Scotland 
that would cause ves amount of acceptances. In point of fact, their 
acceptances are generally in the form of drafts on London. The acceptances 
of “the Bank of England by the last return amount to £330,000, and [ 
think it is a very good policy of theirs to keep their acceptances at a low 
figure, 
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Do you hold the opinion that as a rule it is good policy? Do you not 
think it prudent that Scotch banks should accept in small amounts !— 
Yes, but it depends on various considerations. It depends on the nature 
of the security and the natura of the acceptances. It is, of course, 
proper that banks should not draw too largely. 

I think your charge for drafts is 2s. up to £600, and 1s, above £600? 

Mr. GatrDNER— Yes. 

Suppose you have a cheque drawn upon one of your branches, and one 
of -your customers in England wishes to draw upon that, the charge is 2s. 
to £600, and above £600, is it not ? 

Mr, GarrpNER—The rule is this, that where a person who has an account 
in Edinburgh tendered a cheque for Glasgow his cheque is free, but if a 
third party presents a cheque upon a customer from some other town then 
there is a charge. 

If the bank were required to send a remittance to Birmingham, would 
you charge upon that ? 

Mr. GatrpNer—We should not make a charge, but the bank in Birming- 
ham would make a charge. Ifa correspondent not a banker wanted to 
remit money to London he would be charged 1s. per cent. For remitting 
to provincial banks the charge is higher. 

Is that charge for interest /—-Yes. 

If you receive a cheque drawn ona Birmingham bank you would pay 
the money through the English clearing-house, and the charge would be 
made in London !/—No, it would cost us something to get it through the 
clearing-house in London, and we should make a charge for it. 

Suppose you received a cheque from a London bank, would you deal in 
the same way with it?—No; we should charge nothing then, because, 
having a bank of our own in London, it would go towards the balance in 
London. 

You have stated, according to the figures furnished to the hon. member 
for the.city of London (Mr. Goschen), that the amount of your gold cir- 
culation is 3} per cent. of your issue?—No, Mr. Davidson said so, [ 
believe. 

I beg your pardon, it was Mr. Davidson. 

Mr. Davipson—I should say in giving that answer that I have taken it 
as a whole—that is the average amount. 

The average amount of your circulation is six and a half millions 7—As 
nearly as possible. It has varied from five and a-half to six and a-half 
millions. 

The average amount of gold is about £4,000,000/—Yes. Last year it 
was £4,570,000. 

That leaves you about £1,000,000 ?—Yes, £900,000. , 

Have you any objection to putting in the charter of the Bank of Scotland ? 
—No objection whatever. The banks exists under an Act of Parliament, 

You make exceptions in your charge /—-No, except as regards savings 
banks. That is stated. 

You make no exception to large customers!—None whatever. We 
make no charge for keeping accounts. 

Mr. Beckett Dentson—Have you any system in Scotland of advances 
without securities !—Advances are sometimes made in Scotland in that 
way, but to a very limited extent. Almost all your advances are covered ? 
—Yes. 

In what direction does competition exist. If you haveno large advances 
and no difference in your charges, in what way do you offer liberality to 
your customers /—We have no exceptional manner of dealing with small 
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and large customers. Competition exists, however, and customers have 
their own preference for one bank over another. 

As a matter of fact, do customers change their banks frequently 1—They 
do change, but not to any great extent. 

What amount of notes are in circulation at the branches ?—I have no 
return of that. 

Is _ amount of gold sent to London greater than that received !—Yes, 
as a rule, 

—— a great amount of silver ?—Yes, there is a considerable amount 
of silver. 

When you said ‘four millions was the amount of gold, does that include 
silver /—Yes. 

If you were compelled by law to cash your notes at the branches, would 
you have to keep a considerable larger amount of gold than you do /—We 
should, otherwise we could change the system. 

In the discussion in 1845 it was said that was one advantage which 
Scotch banks had over Irish ?—The conveyance of notes from one place to 
another would take off some of the profits. 

That practically determined the amount of coin you keep for use, but the 
proportion of liabilities, or the amount of your issue, or the two circum- 
stances combined, or the amount required for your till ?—As I have men- 
tioned, according to the Act of 1845, the banks hold as much gold as is 
required for every purpose in deference to the requirements of the Act, and 
in reference to their own purposes. 

I think the average excess held by the Bank of Scotland over what they 
are required by the Act has been £100,000 ?—Yes. 

In reply to a question from Mr. C. Beckett Denison, the witness stated 
that the joint-stock principle was generally adopted by the managers of the 
Scottish banks in their tealines with the public, so far as he knew, but he 
could not state, from his own personal knowledge, the circumstances under 
which the operation in connection therewith were carried out. He believed, 
however, the extension with regard to that system was effected independently, 
and without any concert with the other bankers. The Clydesdale Bank had 
not the concurrence of the other Scottish bankers in the steps adopted by 
them. The concurrence, if there were any, was certainly not unanimous, 
He was, however, not prepared to give any direct answer on the subject. 

In reply to Mr. MutHotnanp, Mr. Davidson stated thathe did not 
believe meetings had been held to arrange the rate of interest. At 
all events, all the banks of Scotland did not adopt that course. But, 
in order to save trouble, they — to adopt the rates previous] 
used under similar circumstances. If a change took place in the Bank 
of England rates, the general rule was to communicate by telegraph 
to Glasgow, and ascertain whether a special meeting had been held, 
and whether the rates previously adopted under the same circumstances 
with reference to the Bank of England would be those adopted by the 
Scottish banks. He also communicated with Edinburgh to ascertain 
whether they concurred. 

Mr. Beckett Denison—And after doing that you refer to the 
newspapers as to the change that may have occurred. 

In reply to further questions, the witness deponed that as to gold there 
was an augmented influx of gold into Scotland to a certain extent, 
especially with regard to half-sovereigns. In Scotland they always took 
these coins to be of the standard weight. They made no charge for the 
lightness if any existed in these coins. 

‘The CuarrMan—I suppose a good many notes are lost in Edinburgh 7— 
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Witness—My opinion is that very few notes are lost. 

The CuarnmMan—Or ed? 

The Witness—Or destroyed. 

Mr. Becxert Den1son—Even by fires ? ' 

The Witness—-Yes. He then went on to give an illustration from his 
own knowledge, that in no part of Scotland were any complaints made on 
this point, and instanced the case of the managers of the Central Bank, 
who in 1867 had had a much larger number destroyed or lost than in the 

resent year, which was some eight years subsequently. He had no doubt, 
Sommek that en A oe be able to pay a great proportion of these notes. 
The-Bank of Scotland had not written off their notes for a number of years. 
He thought he was justified in saying not for forty years. The Western 
Bank 7 not afford any illustration of that—at least none that the witness 
knew of. 

Mr. Henperson—If you are right, and the issues were withdrawn, what 
extra capital would you require? That will raise the whole question ? 

The Witness—I expect that we in the first place should require to redeem 
our undisposed issue 23 to close on four million. 

Mr. Henpverson—I thiuk you said one of the great features of the 
Scottish system of banking is that you charge no commission for keeping 
accounts, Is that so? 

Witness—It is. We keep the smallest accounts without charging any 
commission. We give every encouragement to all classes of depositors to 
deposit their money with us. 

Mr. HeEnpEerson—You altogether give a fair rate of interest ? 

Witness—We do. 

Mr, Henperson—I suppose that the two principal features of Scottish 
banking are—that they make no charge for keeping accounts, and allow, as 
you say, an interest on the balance ? 

Witness—It is the adoption of that system which makes such a 
number of persons deposit with Scottish banks, and it is that system which 

pularises prudence, foresight, and economy amongst the people of Scotland. 
The witness then went on to describe the advantages which were conferred 
on the smaller classes of traders in Scotland by the system now adopted in 
that country. The increase of depositors had ee with the increased 
number of banks provided for the use and accommodation of the public. In 
1845 there were 382 banks only; in 1885 there were 480 banks; in 1865, 
654 ; and in 1875, 884; and the number of deposits had in each of these 
ergo proportionately increased, seg Me the number of deposits 

increased with the number of banks throughout the whole of Scotland, 
but it did not follow from this fact that the fresh deposits came from the 
new branches that had been opened in the country. He certainly thought 
that the competition which had been excited had been the means, to a 
extent, of getting in deposits from the smaller classes of traders and the 
lower strata of the working classes. 

At the conclusion of the evidence of this witness, Sir Srarrorp 
Norrtucore stated that it would be necessary they should have Mr. Fleming 
and the manager of the Clydesdale Bank recalled and examined, and for the 
present, it being now four o’clock, the committee should adjourn. 





Houss or Commons, Thursday, May 13. 
Tue committee resumed its inquiry this morning, The chancellor of 
the exchequer presided, and there were also present—Mr. Goschen, Mr. 
Hussey Vivian, Mr. Sampson Loyd, Mr. Backhouse, Mr. Kavanagh, Mr. 
Leveson Gower, Mr. Mundella, Mr, Balfour, Mr. Campbell-Bannermann, 
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yi Graham Montgomery, Mr. Orr Ewing, Mr. Mulholland, and Mr, 
nderson. 

Mr. Gairdner, of the Union Bank of Scotland, and Mr. Fleming, of the 
Royal Bank, were further examined. 

he CuancEtior of the Excuequer—Mr. Gairdner, I think you had 
some further papers that you would like to read with reference to the 
examination on the last 2 

Mr. Garrpyer—Yes. When Mr. Davidson and I spoke of the deposits 
of the eleven banks of Scotland, and the classification of them, we spoke 
from partial information, but I am now in a position to put in papers 
showing in 9 classified form ol 4 of all the banks in Scotland. 
They are a) under the h of sums not exceeding £100; 
secondly £300, £400, and so on to £1,000; then to £3,000, £4,000, 
and £5,000, £10,000, £15,600, and £20,000 and upwards. The fi 
brary ce out show that the sums under £100 amount to £11,768,317 or 
15°44 per cent. of the deposits in Scotland. Then the sums exceedi 
£100 and not exceeding amount fo £8,848,000, being equal to 11- 
per cent. of the whole, so that the sum total of the di Yeld, not ex- 
ceeding £200, amount to £20,616,000, and are equal ‘to 27:10 per cent. 
of the whole deposits in Scotland. I suppose I need hardly particularise 
the others, as they will be found in the print. Then I have another state- 
ment showing the number of deposit customers in the Scotch banks, 
classified in the sameway. I find that the total number of deposit cus- 
tomers is 417,657, and of these the depositors of sums not exceedi 
£100 are 290,885, forming 69°65 per cent. of the whole number of deposi 
customers. 

Mr. ANpERSoN—Under £100 or £200 ? 

Witness—Under £100. Exceeding £100, but not exceeding £200, the 
number is 56,445, forming 13°52 per cent. of the whole. So that the number 
of depositors in Scotland whose deposits do not exceed £200 per individual 
is 347,430 out of a total of 417,657, being 83°17 of the whole. The 
other details are also given in the same form. I should explain that b 
usual depositors we do not mean merely deposit receipt holders, but indi- 
viduals who have money to their credit in the bank in any form. 

Mr. Backnovuse—If a depositor has four or five receipts, does he count 
as one eae for each receipt. For instance, if he had £1,200 in that 
way, would he — as one depositor of £1,200, or as scale depositor of 
8 amounts 

Witness—He counts as one depositor. But while each bank, in making 
up its statement, has been instructed to reduce it to the form you have men- 
tioned just now, it is possible that one individual might appear as a de- 

itor in another bank, so that there may be some repetition, but we do not 
Think that it can be to any particular extent. I think you take that the 
bank return correctly represents the individual depositors of the bank. 

Mr. Batrour—Irrespective of the branches ? 

Witness—It is a very exceptional thing for any one to come and deposit 
at different branches. It is not acommon thing. Ido not think it would 
much affect the statement. 

The CHANCELLOR of the ExcnequER—You were asked a question the last 
time by the hon. member for Maidstone with regard to the discrepancy ap- 
pearing in the account of the circulation of notes of the Western Bank in 
their private balance-sheets in 1854, 1856, and 1857, as com: with their 
eT Are you able to give any further exp. ion of that 
account 

Witness—Yes ; I caneasily explain. It is quite a mistake to suppose that 
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those figures are taken from the private balance-sheets. They are not taken 
from the balance-sheets of the bank. They are taken from the balance made 
up at the head office of the bank, and the figures shown as notes represent 
the total amount of notes that have been printed and are ready for use, and 
that were held partly at the head office, partly at the branches, and y by 
the public. The statement in Mr. Somers’ book is therefore misleading, un- 
less taken in that sense. 

Mr, Fiemtmye—I think I may perhaps be able to make it perfectly plain 
by taking the exact figures of the Royal Bank balance-sheet of 1874. It 
shows that this arises from the mode of book-keeping. In the books of the 
Royal Bank, as the balance-sheet stands for 1874, there is this item—Notes 
in circulation stated in the published balance-sheet at £864,707, but in the 
ledger book of the Royal Bank the notes are given at £2,269,746. That is, 
there are Royal Bank notes to the extent of £2,000,000 ready to be issued 
or issued. Then on their balance-sheet there appears this item—Cash with 
Edinb and branches, £236,601. In order to get at the actual cash you 
take off, less Royal Bank notes in hand, £1,405,346, and you arrive at the 
result shown in the balance-sheet. The figures given by Mr. Somers repre- 
sent the total number of bank notes. 

The CHancELtor of the Excuequer—lI think, Mr. Gairdner, you also 
wish to give some further answer to the question that was put by the hon. 
member for Glasgow with regard to the number of notes of the Western 
Bank supposed to be outstanding. 

Mr. GarrpNER—Yes. I have made inquiry of the liquidator, who has 
given me a statement to the following effect :—On the 1st of August, 1870, 
the total amount of notes unpresented for payment was 7,028, and that 
consisted of one £100 note, 7 £20, amounting to £140; 17 £10 notes, 
amounting to £170 ; 17 £5 notes, amounting to £585; and 6,033 £1 notes, 
making a total of £7,028, which was outstanding at that date. At that 
date the liquidator made an arrangement with one of the other banks with 
a view to a final closing of the liquidation, under which the other bank, in 
consideration of a sum of money, undertook the liability upon those notes 
then outstanding, and I learn from the bank that since 1870 they have 
ee £243; so that the amount outstanding at the present time is £6,785. 

hat is the amount arising out of a circulation which may be taken to be 
averaged about £450,000, and the Western Bank had been in operation for 
twenty-seven years, so that the result arising out of those notes is nota 
very great affair for the period over which it extended. 

Mr, AnpERson—What did the Western Bank pay the other bank ? 

Witness—lI believe it paid one third of the amount then outstanding. 

Then two-thirds may fairly be supposed to be the amount lost ?—I fancy 
that was the estimate at the time. : 

Have you any similar statement about the deposits 1—That would be in- 
complete up to that date. 

But at a subsequent date?—The amount unpaid was £13,408 at the 
same date, the Ist of August, 1870, and a similar arrangement was made 
with the other bank in respect of the deposits. It undertook the responsi- 
bility in consideration of being paid one-third, but I have no statement 
how far that was worked out. 

Mr. Batrour—You said the amalgamation of the Scotch banks has been 
to the public advantage ? 

Witness—Yes. 

Is there any reason why the process should stop there ?—There is nothing 
to stop it except the convenience of the banks. { do not know any reason 
why it should stop. 
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If it is beneficial, I assume it will go on ?—I cannot say, but I presume 
there is some limit. 

If it was carried very far, I suppose it would destroy competition or the 
possibility of competition /—Well, it might do so if carried very far. 

The banks, you said, came to a common agreement with regard to the 
terms they should offer the public /—Yes. 

And it appears by another statement that they came to an agreement to 
hand over £5,500,000 to the people of Scotland, as I understand ?—Oh, no. 

They might raise their terms, and still be at a point under the English 
terms ?—No doubt they might do so, but that is not quite the way in 
which it was put. With a view to contrast the margin of profit enjoyed by 
the Scotch banks as compared with the English banks, we adopted the 
principle which we found in the Economist newspaper, and it brought out 
that result. 

The difficulty is to understand why they keep down profits when they 
come to an agreement about terms—when they could raise them without 
fearing foreign competition /—They have to do so, however, and have given 
the public the advantage. 

It is rather curious, I think, that they should do so?—I_ think it might 
be stated in answer to the question that the rates we charge the public for 
loans are in the main regulated by the rate which prevails in England. 
The Bank of England rate is the starting point, and forms the criterion in 
fixing the rates. In that way you arrive at the rate which the bank receives 
from the public. And the greater liberality of the Scotch banks is no doubt 
to a large extent shown, in the first place, in the fact that they allow 
interest on accounts, which is not usual in England, by means of which I 
think they attract a large amount of small deposits, and also in the fact that 
our scale is lower than prevails in the country districts of England. 

Then the profits are not kept down by competition, and you do not pay 
worse terms to the depositors /—I am not pre to answer that. 

Would the Bank of Scotland, which has established a branch in London, 
give the same terms to London as to Scotch customers !—I cannot answer 
that question. 

Mr. Firemtnc—The Royal Bank, which I represent, has a branch in 
London, and our principle is to follow the example of the London joint-stock 
banks both as to charges and rates of interest allowed, and practically the 
rates of interest allowed in Scotland on deposit receipts are the same as the 
interest allowed by the joint-stock banks in London. 

Mr. Batrour—The London banks make a charge for closing accounts. 

Mr. Fiemrnc—Perhaps they do in the sense that the London bankers, 
including the Joint-Stock Bank, do, say that each customer shall not claim 
a certain balance from the use of which they derive profit. 

That is not the case with the Royal Bank in Scotland.—No. In London 
it carries on its business, such as it is, upon precisely the same principle as 
the London joint-stock banks. 

In fact; the Royal Bank in London would not give the advantage of the 
Scotch system of banking ?—No. 

If there was a large increase in its business would that involve an in- 
creased capital on the part of the bank ?—I think not. The Royal Bank 
has as large a capital as any bank in England, and larger than a great 
number. 

And it could increase its business without increasing its capital ?— 
Certainly. Ifthe London joint-stock banks can carry on their business as 
they do, unquestionably the Royal Bank can do so. 

Mr. Muxpetit:—Although the London banker requ:rss a certain 
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standard of balance to be kept by his customer, in proportion he charges 
no commission ? 

Mr. Fiemina—I think not. 

In Scotland you charge commission ?—It is unknown, We charge no 
commission upon current accounts. 

Is it a fact !—Do you consider that with the losses on bad debts and 
the expenses and your profits that your charges are more liberal to your 
customers than in Eng 1—I have no doubt upon that point. 

You think the difference is not in bad debts, or the larger expenditure 
of maintaining such a very much larger number of branches than are 
kept in E d {—Our mses are no doubt higher than the expenses 
of the London joint-stock banks, because they have scarcely any branches, 
and certainly our bad debts have been exceedingly light. Since the ques- 
tion put by Sir John Lubbock the other day I have had the curiosity to 
go back over the last ten years’ experience of the Royal Bank in regard 
to bad debts, and if it should be wished I have no objection to lay the 
results before the committee. , 

It is undoubtedly shown that the rate of profit of bankers in Scotland 
is lower than the rate of profit on banking in England, but might not that 
arise from the fact that your expenses are larger in proportion to the 
business done than those of the English bankers |The test would be the 
difference of expenses on an equal dividend. 

You were asked whether you might not by arrangement raise your rate 
of profit; would not that involve raising the rate to the public !—Perhaps 
Mr. Gairdner will answer that. 

Mr, Munpe.za (to Mr. Gairdner)—You were asked whether you cannot 
by arrangement raise your rate of profits. Would not that tend also to 
raise the rate of interest that you pay on deposit ? 

Mr. GarrpNEr—Well, we do raise the rate of interest higher than in 
England—not on deposit receipts—but upon current accounts we are more 
liberal than the in E 

Mr. eeu a nr a the large number of banks in proportion 
to the population in Scotland as compared with England, you think 
oe very much underbanked, and you think that a great disadvantage 
to the English people ? 

Mr. Fremine—No doubt. 

Does multiplicity of banks facilitate operations of trade? State what 
the advantages are /—The experience of the Royal Bank in some towns, as, 
for example, Glasgow, is this, that there has been a very large increase of 
deposits at the sub-branches without any falling off at the principal office. 
That is the case in Glasgow and also in Dundee. In Glasgow we have 
twelve offices altogether. One is the principal and centre, and the others 
are sub-branches; but all these branches have been established in the 
course of years without withdrawing from the central office any appre- 
ciable value. The extension of branches in the same town tends to in- 
crease deposits. 

Am I right in assuming that the Scotch system developes business and 
increases trade toa greater degree than the English system ?—I do not say 
it developes business, but it developes the keeping of banking accounts, 
I apprehend, at the sub-branches. The result of the establishment of a 
brauch in a district is to induce the smaller shopkeepers in the neighbour- 
hood to open accounts. 

And so increases thrift /—Yes. 

Mr. Leveson GowER—Do I understand that in your London bank you 
do not take any deposits ?]—We havejonly been in existence about six 
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_ mnonths in London, and we are only commencing with our branch, but if 
any person comes with deposits we take them of course. 

Do you see any reason why the system carried on in Scotland cannot be 
carried on in London ?—I do not. 

Did the process of absorption commence about 1844 ?—Yes, the number 
of banks since then has diminished, the smaller banks being absorbed 
about 1844. 

Was this process necessarily tae result of the liquidation of 1844-45 p— 
No, certainly not. 

Mr, Backnouse—I think you have already said that your deposits are 
very large P—They are very indeed; the amount of business which 
is done in deposit receipts is very trifling, so far as we are concerned. 

The contrast you put in with reference to English and Scotch banking 
showed the percentage you got on deposits in Scotland that that was your 
object P—My object was to give a fair contrast of the result of banking in 
the two countries, and for this purpose I adopted the system in the 
Economist newspaper, as it seemed to me that it was based on very fair 
grounds. 

Are there not two important elements left out—the extent of the busi- 
ness, and the expenses of working the business—both of which, if estimated, 
would have a very material effect upon the result 7—No doubt; but, at the 
same time, I have only dealt with figures relating to the percentage. But, 
in addition to this, as far as the expenses are concerned, I have already 
mentioned to the committee that which I believe to be a fair statement of 
bank management in Scotland. 

Therefore, these statistics are to some extent misleading to any minds 
which were not well acquainted with the terms P—No, I think not. 

They only give a general impression of the result, and a perfect state of 
the facts Pp—I think they give a perfect statement of facts. 

You say that the bank makes £1. 11s, 11d. on deposits which, with 
£1. 1s., leaves the gross receipts at £2. 2s. 11d., and you also say that the 
English joint-stock banks, in 1873, made a gross profit of £1. 6s. 3d,, in 
1874 of £1. 13s.; then to that we must add 13s. 4d. for expenses, making 
the gross profit at £1. 14s. 5d. and the profit of the Scotch banks 
£2. 2s. 11d. ?—In answer to that question I must, in the first place, with 
regard to London in 1874, say that it was a special year, and that the 
margin of profit was much smaller than usual. 

Do you say that in the year 1873 the result was in favour of Scotch 
banking 9—No, Ido not. In the statement I made, I did not intend to 
contrast the London and joint-stock banks with the Scotch banks; but 
— I did say was to contrast them with the provincial banks in Eng- 
and. 

May I take it that there are many small banks in Scotland, that is to 
say, branches of banks, which are not absolutely necessary? Do you think 
that the abolition of some of these would tend to reduce the working ex- 
penses, and so increase the margin of profit; say, if the cost of each of 
these branches was £500 a year !—I think £500 oper is too large a sum 
at which to estimate the yearly cost of each branch. 

Do you doubt that if the number of branches was reduced, it would lessen 
the expense ?-—I do not admit the element of expense of ent. 

In Scotland you have very considerable sums in reserve for it. Now, 
if you were to purchase the goodwill of other banks, would you reduce the 
profits to the shareholders ?—I think so. 

Is it the case that when the Bank of Scotland took over the goodwill 
of the Central Bank, that there was a loss made of £150,000 /—I cannot 
say. 
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Do you know what were the effects of the Central Bank when you pur- 
chased it 7—I do not know. 


Do you know if your bank made large losses in 1845 from bad debts }— 
I do not remember any such circumstance. 

Are you aware that the bank lost money by bad debts. (Here the hon. 
member mentioned the names of certain firms which the Chancellor of the 
Exchequer ordered to be struck off the notes.)—I have no knowledge of it, 
and do not recollect the names of either of the persons or associations you 
have referred to. 

Ts it not notorious that large advances have been made by Scotch banks, 
under which large loss has been sustained ? —Not so far as I am aware of. 

Now with respect to your charges, you state that you make no charge 
on your current accounts, but you do charge for transacting business 1— 
There is no charge on curreut accounts whatever. 

Is it not the practice to charge the receiver, not the payer, of the money, 
for production of credit, rather than the payer or debitor?—We charge for 
the transfer of money from one place to another. That is done by all 
banks 


You charge the receiver rather than the payer ?—The English banks 
charge the payer. We-do not charge for passing cheques when a man has 
an account in England. 

Do you charge the English banks on the debit side of account to collect 
these sums, or is there any charge on your customer ?—I am not aware 
of any. 

When you receive cheques from English country banks, do you make a 
charge for commission on paying the money ?—We do, 

When you send cheques to be paid in Londoa, do you make any charge 1— 
Yes; it is a regular practice, when we have cheques on provincial banks, 
and have to ask them to take money in London, they make a charge. 

I never heard of such a charge.—I have no hesitation in saying that 
never a day passes without similar charges being made by Englsh banks. 
When we have to send them to London the charge is about } per cent. 

But if the cheque went through the clearing-house there would be no 
charge ?—Quite so; but with Scotland the practice is not like this country. 
The majority of the cheques are sent in the way I have described. Of 
course, no customers like the delay of the clearing-house. If the cheque is 
sent direct to London, the expense is charged on the account of the custo- 
mer. Such cheques as these on Glasgow would be sent to the clearing- 
house, and got rid of at once without delay or charge. 

You would only, under any circumstances, make the minimum charge ?— 
It is the minimum charge only that is made under any conditions. 

What rate of interest do you charge for overdrawing an account ?—We 
have what we call the credit rate, which varies according to the rate of 
interest from day to day. At the present moment the interest is 5 per 
cent. on balances as against securities. 

Do you ever charge less ?—I think 4} per cent. has been the lowest we 
have ever charged for interest on overdrawn accounts. 

The interest is added to the amount when overdrawn ?— Yes. 

Mr. GarrpNER—I think a statement has been made of the average rate 
of interest for the last five years on all descriptions of loans and deposits, 
and I find that in the years 1870-71 the rate was 5 per cent. I can put 
the statement in. 


Mr. Orr Ewrnc—Some doubt has been thrown as to how Scotch bank- 
ing is conducted. 


‘The CHANCELLOR of the Excnuqvuer—Would it be wise to have this 
statement handed in ? 
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Mr. Goscoen—aAs I understand, Mr. Backhouse, in a question which he 
put to the witness, meant that owing to large debts which had been in- 
curred, or rather by losses sustained by advances that to so large an extent 
as to reduce the average profits of the banks of Scotland. 

Mr. Orr Ew1ne—I think it is desirable that the statement of the losses 
should be put in. 

Mr, Goscnen—It certainly is not impressed on my mind that the Scotch 
banks have made any very greatdebt. For my own part, I think they have 
conducted their business with very great caution. 

The CHaNcELLoR of the Excuzequer—lIf the statement is put in as 
an answer to a question put by Mr. Orr Ewing, it would be more 
satisfactory. 

Mr. Orr Ew1nc—Have you any objection to hand to the committee a 
statement of the losses sustained during the last ten years by the Royal 
Bank of Scotland 1—I have no objection to do so, but I should not have 
volunteered the statement except for the remark made by Mr. Backhouse 
that the Scotch banks have lost large sums of money by bad debts. The 
amount is very small in proportion to the business which has been done, 
and so far as 1 know, the amount of bad debts made by other banks in 
Scotland is also very small. 

Mr. GoscnEN—As a member of the committee, I should be sorry to think 
that this question has been pressed on these gentlemen, or that they have 
been pressed to make any such statement against their wishes. I under- 
stood that this part of the evidence had been struck out (“ No, no.”’) Well, 
as an individnal member of the committee, all I say is unless the witness is 
prepared to put the statement in, that I should be very sorry to have the 
matter pressed upon him if he does not wish to do so. ; 

Mr. Backnouse—In asking the question,I had no personal knowledge of 
what these bad debts were; but I have been informed by a Scotch gentleman 
that there were certain losses by the bank’s having made largeadvances, All 
I wished to know wasif that loss had affected the profits. 

Mr, Fieminc—I may at once say that we have not sustained any loss 
by either of the persons whose names were mentioned to the committee. 

Mr. AnpErson—Wherever Mr. Backhouse got his information from, I can 
say that he has been most unfortunate in the selection of names. 

The CHANCELLOR of the ExcnoEqueR—lIt is very undesirable to bring in 
the names of persons in a matter of this kind; but it seems to me that Mr. 
Backhouse is pursuing a legitimate line of examination if the manager of the 
bank has no objection. 

Mr. Freminc—My attention was first called to the question by a question 
put by Sir John Lubbock, which read as clear information that the Scotch 
banks had sustained serious losses by bad debts that led me to investigate the 
matter, and as far as the Royal Bank is concerned, for the last ten years the 
result has been ascertained. I said before I should not volunteer the informa- 
tion, and should not have gone into the matter but for the statements which 
have been made. If the committee require, I can give the explanation which 
they need. 

Mr. Orr Ewrxa—Can you state what loss the Scotch banks have sustained 
by bad debts during the last ten years ? 

Mr. Fleming was about answering the question, when the room was ordered 
to becleared. After remaining outsidefor a considerable time, on being re- 
admitted 

The CHANCELLOR of the ExcnEQuer said—I think, Mr. Ewing, the com- 
mittee wish you to alter the form of your question, 

Mr. Orz Ew1na—The committee wish to have put in the loss you have 
sustained by bad debts during the last ten years. 

D 
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Mr. Davipson—The form I have adopted is this. I have taken the per- 
centage on the bank advances, that is, on the amount of the bank advances 
from 1865 to 1874. I can tell you the amount we provided for every year 
and what we expect every year. If adebt is exhausted we strike it off, but if 
it is not exhausted, owing to expected dividends, we account for only that 
which has been received, and frequently find that we do not loose so much as 
was anticipated. I find in practice that the percentages on £306,985 on cash 
credits are £5,000,000 or £6,000,000; but I have not included bills of ex- 
change which are turned over three or four times a year. I only deal with 
the bank advances. From 1865 to 1874 I found that amount had increased to 
£8,000,000 or £10,000,000, as may be seen on reference to our last balance- 
sheet. In the year 1865 the percentage of bad debts on our advances was 03d. 
per cent. ; in 1866, it was 9d. per cent. ; in 1867 it was again 0}d.; in 1868, 
11d.; in 1869, 10d. ; in 1870 1s. 10d.; and in 1871, it was 2s.1d. I should 
explain with reference to the year 1871 that the balance-sheet was made out 
under my management, and that some change was effected, so that it must be 
regarded as an exceptional rate. In 1872 the percentage of bad debts was 
1s. 5d.; in 1873 it was down to 5d.; and in 1874 it was 5d.—the average 
percentage for these ten years being therefore 1s. 13d. per cent. 

The CaancetLor of the Excuequer—What do you say those figures 
are taken from ?—The total amount of the cash advances, not including, 
of course, government reserves. This is taken from the amount stand- 
ing | on our balance-sheet in the way in which banking advances are 
made, 

The CHancettor of the ExcoEquEr—Can you give me the gross amount 
of loss sustained through bad debts during the last ten years ?—Yes, it 
amounts in the whole to £48. 8s. 11d. The practice is always to make a 
large provision for these debts, for when there was a good deal of over- 
trading going on some years ago a sum of £30,000 was withdrawn for this 
purpose. 

Mr. Backuouse—Like all prudent bankers you take care to have at 
your disposal ample funds to cover all bad debts ?—Yes, we do. 

Mr. MunpbEtta said he should like to put a question to the witness with 
regard to the point he had just referred to. 

THE CHaNcELLOR of the ExcHEQUER thought the honourable gentleman 
had better wait until the examination was concluded by all other members. 

Mr. BackHovuse—You stated on the last occasion you were under exami- 
nation that the small traders were put on quite as favourable terms as the 
large traders, but is the scale at the reduced rate charged on acceptances 
for small sums ?—The larger traders often have quite as much to do with 
very small sums as the small traders have, so that they are in this respect 
on an equality. 

What do you allow on deposit accounts ? -We allow 34 per cent. 

Do you know if the Scotch banks allow 4 per cent. in London ?—No. 

Do you know of any instance of allowing only 1} per cent. for the bank 
ag the a eo the London banks ?—Yes, it is so. 

you in the it of having man; le exchanging on any of the 
Scotch banks ?—No. . lean wits 

Now, you have spoken of the advantage of having banks in London; do 
you not think that it would be quite possible to manage without banking 
in London, and without managers in London ?—I do not think so. 

Don’t you yourself consider that the charge for a London agent to conduct 
your business in London would be less than the cost of your having a bank 
managed there !—I have not seriously considered the question as regard 
London banks, and therefore I cannot at once answer the question, 
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In answer to the honourable member for Glasgow (Mr. Anderson), you 
stated the other day that the Scotch banks required less coin to carry on 
their system than we do, and [ want now to ask you is it because you 
depend upon receiving amounts from England, where you employ your 
money, and where you can eall it in at any moment you require ?—No 
doubt. I explained on Monday that we kept a large reserve in London 
and that London was our market for gold when we want it. 

If you did a large trade in foreign exchanges you would require, under 
your present system, a much larger reserve /—Yes ; but we have very little 
to do in the way of foreign exchange. 

Now, may I ask you, as you stated that your reserve was £2,160,000, 
whether you think that is a sufficient reserve for carrying on your business 
in Scotland ?—We do not admit that is our reserve, as we maintain a 
large sum in London. 

You think with that you can afford to have three-quarters of your reserve 
out at profitable interest ?—I have already explained that fact. 

Can you rely on the sale of the consols and the reserve in cases of great 
pressure ?—I think so, but we have seldom had to sell consols. Any bank 
which has carefully studied its own business knows what is suitable for 
a reserve and what they can do with. 

You think it desirable to employ a large amount of your reserve at 
interest. Can you tell me the amount of coin that was withdrawn from 
Scotland in 1857 for the Bank of Scotland ?—I cannot. 

You remember there was a large amount withdrawn then—would it not 
affect the English market ?—I know that a large amount was withdrawn, 
and it might have increased the pressure on the money market con- 
siderably. 

The capital of the Scotch banks has decreased since 1845 and the deposits 
increased !—Yes. The capital decreased in consequence of the absorption 
of the smaller banks. 

Then you think practically that there is a monopoly among the existing 
banks ?—There are no new ones. 

Do you think it likely that if there were not so many district banks that 
there would be greater results /—I am not inclined to sit in judgment on 
my directors in this matter. 

Do you prize the special privilege which you have which enables you to 
keep notes in your till which are not absolutely required ?—I do not admit 
that is a special privilege, for the issuing of notes is a right which we are 
sllowed to enjoy, and a part of the system of banking which was continued 
to be enjoyed by the Act of 1845, which conferred no new privilege, but 
left us untouched. 

Are you aware that there have been opened English banks since 1845, 
which have a larger capital than the Bank of Scotland !—Just so. 

How do you account for savings bank deposits having risen so rapidly ? 
—Savings banks have increased less than might have been expected ; the 
deposits have nearly doubled. 

I think evidence has been laid before the committee showing that several 
of the deposits are for very small amounts !—Yes, they are. 

Are you aware, with regard to the English banks, that most of the deposits 
are for small sums ?—I am not aware of it. 

Now, with regard to issuing £1 and £5 notes, do you think there would 
be a saving of expense if you only issued £5 notes?—No; I think there 
would bea loss if we ceased to issue £1 notes, and that it would prove a very 
serious disadvantage tothe bank. We do keep now a certain number of £5 
notes at all our branches. There was a question put to me on Monday as 
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to how we should be situated if £1 notes were discontinued, which I an- 
swered by saying that no doubt £1 notes were of very great importance with 
the system of banking which does now exist in Scotland. ‘ 

Can you tell the committee what is the amount in notes which is kept in 
the till at each of your branches ?—Not at this moment, but I can do so if 
the committee desire. I am not sure whether some such statement is not 
included in one of the papers which we have put in. 

I understand that the amount of coin which you keep at the various 
branches is very little ?—-Yes ; very small. 

The power of issuing notes against gold gives you great advantages !— 
That power is exercised with great caution. 
~ there an exchange of notes after the close of business on Saturday /— 

re is. 

Only in Edinburgh and Glasgow ? —Yes. 

Is no estimate of gain upon the exchange made at all your branches ?— 
There has been no estimate made. Ido notthink it would amount to a very 

ge sum. 

By the Act of 1845 you say there is too much gold held now in Scotland 
without any obligation ? . 

Mr. Fieminc—Before the passing of the Act of 1845 Scottish banks held 
£300,000 or £400,000, and they now hold three or four millions. I am 
glad that there is that amount of gold held. I do not know what the result 
would be supposing the Acts were repealed, and the Scottish banks again 
enjoyed the state of liberty they had before the passing of these Acts. 

Can you give the amount of exchanges on the average ? 

Mr. Garrpyer—We have no records to furnish that. 

Can you give us the total amount of notes signed and held by the banks 
beyond those actually in circulation ? 

Witness—I forget whether we have any returns. 

Mr. Fiemtna—I have given the figures as applicable to the Royal 
Bank of Scotland. That depends to a large extent on the number of 
branches. 

The liability of the shareholders of the Bank of Scotland is limited 7— 
Yes. 

And the amalgamation with other banks has not affected that liability ? 

The witness was understood to answer * No ”’—I make that statement on 
the authority of Sir R. Peel, thatthe three senior banks were exempt: The 
question never has been tested, and probably never will be. 

I presume that the other banks were purchased or absorbed ?—They were 
absorbed. 

You have not the statement of the Bank of Scotland ?—So far as the 
Royal Bank of Scotland is concerned, 1 should be glad to put it in. The 
Royal Bank is limited to Scotland. 

In what way have the banks conformed to the Joint-Stock Banking Act ? 
—I cannot say. So far as the Royal Bank is concerned, we are under an 
Act of Parliament. We have made no registration. The three senior 
banks are, by the Act of 1845, specially exempted from making any re- 
= their partners, and the reason of that was that their liability was 

imited. 
. -/ you the average amount deposited per head in England and Scot- 
an 


Mr. GatrpNeR—No. The figures given related to the cash deposit. I have 
not the book by me, but Mr. Palgrave gives the cash deposits and the 
capita! of banks which in England brought £215,000,000, as representing 
the capital and deposit money of the provincial banks in England. I as- 
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sume £200,000,000 as representing the deposits, and I thought it was a 
very moderate sum by applying a different test to Mr. Palgrave’s. I have 
looked at the question of population, and it seemed to me avery reasonable 
thing that a population of 15,000,000 which are covered by the question in 
the richer country of England, which only have thus £200,000,000, whereas 
in Scotland, with 3,300,000 persons, they had nearly £80,000,000. If 
that be the fact, I think that the English banks must fail to gather the 
capital of the country. 

I ask you whether you know that the average deposit per head is £20 
in England, and £24 in Scotland ?—No, I do not know that. 

May not the amount of the deposits in Scotland, as compared with Eng- 
land, be affected by the fact that in England there are greater facilities ‘for 
putting money into building societies and friendly societies ?—That may be 
so, but we have attractions of that kind in Scotland also. Of late years it 
has become very common to establish building societies in Scotland. 

Do you know that they draw large sums from the smaller depositors in 
England ?—Yes. 

Taking into consideration the differences between the two countries, and 
the differences of system, don’t you think that the Scottish system is better 
adapted to Scotiand than the English system is to England ?—I express no 
opinion uponit. I am not prepared to speak about it, but I know this, 
that, as far as Scotland is concerned, the Scotch banks fulfil their functions 
as regards the public. 

Would it be wise to extend their operations too far south?—That is a 
matter of opinion. 

By Mr. Sampson Liuoyp—I am not sure whether it was Mr. Gairdner or 
Mr. Fleming who said it was necessary to keep their reserves in London ? 

Mr. GarrpNER—I did so. 

And to keep them as cash notes ?—Yes. 

That was used, was it not, as a reason why the Scotch banks should be 
allowed to establish banks in London if they thought fit?—I founded no 
argument upon that. I merely stated the fact. 

The question I want toask upon that is this ?—Does not the same principle 
apply to all other banks? For instance, the English joint-stock banks 
must have their reserves available in London ?—I must refer you to English 
bankers for that. 

You have no reason to suppose that the same principle does not apply to 
English banks ?—There is no doubt that many English banks keep large 
sums of money in London, just as we do. 

Are you not aware that the English joint-stock banks, with the excep- 
tion of the National Provincial and the London and County Banks do their 
business in London without having offices of their own?—Just so. I 
believe some of them have agencies. 

Could not Scotch engagements be met with an English agency as easily 
as the engagements of county banks are met with agencies /—Of recent 
years that has been the case. 

The question now raised is, whether the circumstances do not require 
Scotch banks in London ?—The bank that I represent have not yet opened 
banks in London. 

I want to know whether there is anything special in the Scotch banks 
differing in any material degree from the large banks in the provinces 
which makes an exceptional legislative privilege necessary in the place of 
Scotch banks coming to England, which would ‘not apply equally to an 
English country bank coming to London /—AII I can do is to explain the 
nature of the business transacted by the Scotch banks ; but, for the practice 
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of English, I would rather refer you to those who are more conversant 
with them. 

You think it is much better for Scotch banks to be in London, be- 
cause it is more profitable ?—Just so. 

It is not the experience of banks, such as the Manchester and Liver- 

1 district, who have conducted their business through an agency ]— 
ell, it is a question for those banks to consider. That is their own 
business. 

Mr. Ftemtnc—I would answer that question by stating that the Royal 
Bank of Scotland has carried on its business without an establishment in 
London. 

I think you stated that one of the reasons for the success of the Scotch 
banks was that they were more liberal to their customers than the English 
banks ? 

Mr. GarrpNER—What I stated was this. That, as regards the rates of 
lending, we adopt substantially the English rates, but we are more liberal 
with regard to the rates of allowances, and by means of that liberality both 
the public and the banks have prospered. We have aitracted a much 
larger proportion than appears to be the case with England, and that is to 
our advantage. 

The committee understand that, speaking generally, the terms of Scotch 
banks were more liberal to the public than those of the English banks are, 
and that that statement had reference to the rates of allowances on current 
accounts and deposits rather than loans and discounts 7—It has reference 
to the rates of allowances on money deposited, and with reference to the 
rates of commission which we charge, and the proof of that is, that our 
margin of bank profit applied to cash deposits or to the total liabilities of 
the bank is less than the banks of England enjoy. 

. That statement that the Scotch banks are more liberal in their terms is 
based principally upon that result /—Yes. 

But it does not arise from any personal experience of the transaction ?— 
Well, of course one hears many observations. 

I believe that in many parts of England the rates of interest allowed are 
very low, and fixed in fact. May I ask you upon what principles you fix 
the rate of allowance? Is it uponthe minimum amount in hand during 
the month? For instance, if a man gives £20,000 in the 1st of January 
and in the 30th January draws out £19,000, do you allow a month’s 
interest on the £1,000 !—We offer to take it upon the daily balance, 
calculated at a low rate or a minimum monthly balance rate. 

Can you give the committee some idea about the rate of either ?— 
The rates allowed in Scotch banks are 23 per cent., Bank of England 
rate is 3} per cent. We are allowing 2} per cent. upon deposit receipts. 

But in daily allowances?—For the current accounts we offer the 
customer the choice of taking either 1 per cent. upon the daily balance, 
or 24 per cent. upon the minimum monthly account. 

So that upon the dealings upon the current account the rate would be 
either 1 per cent. or 1} per cent. alternately, while the amount of dis- 
count would be 3} per cent.’—Just so. 

I think you said the commission charged by the Scotch banks was 
lower ?—Well, I speak from a general impression, and from our own ex- 
perience in dealing with English banks. 

Might not that be accounted for by reference to the fact that perhaps 
only £20,000 or £30,000 was held by an English bank for a Scotch bank 
in the course of a year ?—I think that the accounts of Scotch banks must 


be sufficiently important to secure favourable return as regards com- 
mission, 
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What do you charge to English banks for. cheques in Scotland j— 
The practice is this—that there is generally a special arrangement be- 
tween the two individual banks. 

Would it often exceed 3s. 6d. per cent. ? 

Mr. GarrpNeER—I am not very familiar with the details. 

Mr. Firemixc—I have not looked at it with reference to this inquiry, but 
my impression is that the arrangement between the Royal Bank and the 
English agent is this—that the commission charged on either side is 1s. 6d. 

And does that charge of 1s. 6d. on £100 prove that the English banks 
make exceptional charges ? 

Mr. Firemina—Well, I understand that the charge made by an English 
bank is 1s. 6d. on £100. 

Would that fact weaken or strengthen your view, that English banks 
make exceptional charges. 

Mr. GarrpNER—I can only speak of exceptional charges. 

So that in point of fact, your opinion that English banks charge more 
than Scotch banks rests, not upon your own knowledge, but upon that 
statement you have put in?—No; but from statements made to me. 

Would you be surprised to learn that English banks often charge below 
2s. 6d. per cent. on large returns, including all charges of every kind ?— 
Well, I think it will come to a very large sum. 

If you charge upon everything ?—I think that would be very large. 

I presume you are aware that in very many cases there is no charge at 
all, but that a very small balance is held free of charge. 

Mr. Fiem1nc—J ust so with some of the banks, but all that is matter of 
mutual arrangement to meet a particular case. We havehadanarrangement ~ 
with the Bank of England. 

Now, in reference to the interesting and valuable papers which you put 
in, you think that the papers show a considerable difference in the profits 
of the English banks and the Scotch banks calculated in reference to their 
total obligations to the public ?—I don’t understand you. 

Well, would not the difference in the profit per cent. on the liabilities be 
greatly affected by the expense of carrying on business? For instance, 
two banks have an equal amount of liabilities and one bank has only one 
branch in addition to its head office, and the other has fifty branches 
scattered all over the country. Would not the expense in the iatter case 
be so great as to affect the percentage as shown by your table, without 
necessarily implying higher charges ? 

Mr. GarrpNER—I have admitted not putting into the table the expense 
of keeping up separate branches. I told you what the charges of the 
Scotch banks were. You will admit that the expense of having branches, 
which is the case of the Scottish banks, necessarily affecting that table, re- 
duces the apparent profit in proportion to their liabilities to the public, 
though it may not reduce their charges. Put it in this way—If the Eng- 
lish county banks conducted their business at a lower scale by } per cent. 
than we do, that would to a very large extent prove the difference brought 
out. 

Certainly ; but I would like to ask whether it would be profitable for 
these small Scotch branches to carry on business if the privilege of issu- 
ing £1 notes was taken away ?—I think it was Mr. Gairdner who said they 
would not. 

Mr. GarrpNeR—Yes. 

You said that it would be avery serious disadvantage to them to take 
away that privilege /—Yes. 

Does not that enable the Scotch banks to establish branches all over the 
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country, and thus gather a profit which they otherwise would not have had, 
which is denied to English banks ?—Certainly. 

What do you suppose would be the expense of a branch with a manager, 
one clerk, and one boy? Could sucha branch be conducted at less than 
£400 ?—It is a very common practice for the manager of a small branch to 
be of some legal practice, and of some position in the place; and very often 
a solicitor was appointed who was willing to act as agent for a small'sum, 
until the business of the bank had extended. 

What would you say would be the minimum expense of hiring an office 
to establish a branch bank, with rent and taxes to pay, and a manager, 
clerk, and office boy ?—There are some of the small ones, established under 
special circumstances, where the amount is very low; and I should say it 
could be done for £250. 

Do you take the cash credit system as something giving a special ad- 
vantage ? Is not this system merely that of a borrower borrowing money 
of abank on certain sureties or securities? Is it not the practice of 
English banks to lend to persons on suitable guarantees /—I was not aware 
of it, but I know that they make a loan on securities. 

About the issue of £1.notes can the system of small branches, which has 
for some reason or other been adopted, be applied in London or in Eng- 
land generally, where no bank is permitted to issue small notes ?—Well, I 
cannot speak as to that, as I have not studied the subject, but £1 notes are 
of great advantage in establishing small branches. No doubt the right of 
issuing them is of great advantage. 

If the right of issuing small notes by Scotch banks were removed Scotch 
banks would be at a great disadvantage ?—I think so. 

Is it not a fact that English banks make no charge to one another, nor 
to Scottish banks nor Irish, provided their cheques come through the 
generally authorised channel and the clearing-house?—No doubt that 
involves another charge, which is tantamount to the same thing. 

But if you send a cheque to London from Edinburgh, is it not in 
London the next day !—No doubt, but if it come from some other part of 
the country, then there is an interval of a day or two—it is usual to 
allow three days. 

As regards the three days, is it not the practice in crediting a customer 
that a cheque is so much worse than cash—in other words, you credit him 
with the amount of the cheque, say £1,000, but instead of that being notes 
or cash, there is some deduction ?—Scotch banks can charge something 
extra because they are charged on something different to English banks. 

Would you serve an English bank just the same if they asked you to 
pay over a cheque in London ?—Just the same. Our charge for making a 
paymentin London is 1s. 6d. per £100. ; 

Mr. Husszy Vivtan—You have the power of issuing any amount of 
notes provided you hold gold against them?—We are allowed to issue 
notes to any extent which the public may require, but we must hold gold 
egainst the issue. 

But still that gold does not represent the amount of notes ?—No, not 
actually so. 

The over-issue of notes is in no way represented by gold ?—It is not 
hypothecated. 

No, but I must have my way. Is it represented?—The gold is not 
hypothecated on the note issue. The note issue is only entitled to 4:91 
parts of that amount. 

If your total liabilities were £91,000,000, and your gold was £4,000,000, 
then your notes are only represented by the 4°91 part of that /—-Yes. 
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Do youthink that that was the intention of the Act of 1845 ?—Yes 
I do 


Then what was the benefit of that Act if each note was only to be repre- 
sented by gold to the extent of 4°91 parts of its value?—The idea of 
securing the notes was never under consideration when this Act was 
framed. That has quite a different principle. By the Act of 1845 we 
were required to hold gold only against the amount by which our issue 
exceeds a certain certified amount ascertained by the average returns of 
four Saturdays. 

What then was the object of the Act of 1845 in regulating the amount 
of gold to be held against the notes?—I can hardly explain what the 
object was. That question must be referred to Sir Robert Peel. What 
idea he may have had in his mind at the time I don’t know. The banks 
can now hold an amount of gold which they might not otherwise havo 
been able to hold. 

And the gold forms no security for the payment of the notes ?—Not the 
least. 

Would you keep as much gold if you had no circulation at all ?—I have 
hardly considered that question, but we should keep a very large amount. 

Then the amount of your notes is absolute profit to you ?—That is the 
logical inference clearly. 

In answer to a previous question, I think you put the amount at 
£159,448 as the loss that would arise supposing the present system to be 
repealed. Then, taking it the other way, would that not represent the 
gain under the present system !—No doubt that is the converse. 

Then your gain by the present system is £159,448 per annum ?—Yes, 
as compared with what it would be if the present system was repealed. 

Then to that you must add the interest on the four million of notcs 
which you now issue, according to this statement which has just been 
made ?—No, I think not. 

But I think so. You have just stated that you wouid be compelled to 
retain the same amount of gold as you now do if the Act were repealed, 
therefore that represents actual profit?—I am not quite clear about that. 

I understand you to calculate on profit under the present system as 
compared with what it would be at £159,448 ?—That is the amount in the 
statement. 

Yes, and you propose to add to that interest on the £4,000,000 of notes ? 
—Yes. I should like to look into it before answering the question. I 
think if you look into it you will see that the £159,448 does not arise 
from any portion of the interest on the £4,000,000 ?—It is so, but I would 
like to see the statement upon which this is founded before answering 
the question. 

Well, now you have a clearing-house in Scotland, have you not ?—We 
have. 

Then in reality the whole transactions of the conntry do not turn upon 
the payment in gold of all liabilities, but one liability is set off against 
another ?— Yes. 

But then if a man contracts a debt he undertakes to payit in gold, does 
he not 7—Yes. 

Supposing creditors in England did so, would it be possible to carry on 
business for a single day ?—Certainly not. 

You place one advantage of the banking system in Scotland upon the 
fact that it drains the country of money by saving; by gathering in of 
small sums which would otherwise be hoarded ? 

Very well, you think they would be hoarded? Do you think it is so 
in England ?—I fancy it is. 
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Do you not think with all sense of and deference to banking business, 
that there may be other means of investing money than by banking it at 
4 per cent. ?—Yes, but if the money be in the country, and is not in cir- 
culation, I say it is hoarded. 

But do you know that in building clubs there is a mode of saving 
money largely adopted in England?—I believe so, and there can be no 
means of collecting together small sums more advantageously than in 
building clubs. 

Are you aware that building clubs are carried on to a large extent 
in England ?—I am. 

Do you know what interest the investors receive ?—No, I do not. 

Do you know that it is 6 per cent. in most cases ?—I do not, but that 
money is beyond reach. 

Beyond reach, but where one man can obtain 5 per cent. and another 
only 23, you cannot find fault with that man who invests his money in a 
building society to get 5 or 6 per cent. ?—No, certainly not. 

Then surely that if in England a man invests money in buildi 
societies you cannot accuse him of being less thrifty than the Scotch ?—I 
do not, but there are also building societies in Scotland. 

Yes, but not to the same extent as in England ?/—Perhaps not. 

Now, great stress has been laid upon the advantage of the Scotch 
banking system in respect to its draining the country of large sums of 
deposit. For my own part I for one doubt the advantages, and as I said 
before, of building clubs, coming up in the scale from the workman to the 
small tradesman, and even higher, there are in this country very large in- 
vestments made in loans for public works, &c. Is that the case in Scotland /— 
To a considerable extent, but, in the country I do not think the facilities 
are so great as in England. But surely there are in the large towns 
facilities for the middle and lower classes ; facilities for saving money in this 
way !—Possibly so, but not to so greatan extent. 

Well, what interest in Scotland do such investments pay ?—I think 
about 4 per cent. 

Would it be too high to say from 4 to 5 per cent.? For instance, for 
harbours and improvements of various kinds?—I am not aware of it. 
Perhaps Mr. Fleming is better able to speak on that point. 

Mr. Fieminxc—I have reason to believe that the rate is higher in England 
than in Scotland for such investments. 

Then it does not follow that it is better to invest your money in 
banks at 23 per cent. than in other ways at 5 per cent. interest ?—I 
think throughout the enterprising portions of Scotland investments are 
made inthis way, but not to so great an extent as in England. 

In the statement we have had put in of the banks in Scotland, the 
amount of discountsis stated at £78,000,000, and the amount of deposits 
at £74,900,000 ?— Yes. 

“ Bills discounted and other allowances?”—That should be “other 
advances,” should it not ?—Yes; it should be “other advances.” It is a 
misprint. 

Very well. Are not those deposits mostly at call ?—Entirely. 

Then you may be called upon for them any moment ?—Yes. 

And the trade or discount of Scotland may be said to repose mainly in 
deposits in Scotch banks, which may be withdrawn at call 7—Yes. 

Then, in time ofa panic, the pressure of the public comes immediately 
upon the discount /—Probably it would, by involving a diminution of 
discount. 

The moment money becomes tight you find it requisite to hold more 
deposits, do you not ?—Yes. 
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And to restrict your loans ?—No, I should not say so. 

But when any want of confidence exists depositors may require the im- 
mediate re-payment of their deposits, or the larger portion of them ?—They 
may do so, certainly ; but that pressure comes partly on the reserves. 

Your reserves amount to £25,000,000 of Indian, government, and other 
stocks ?—I do not know what that means, but I should exclude that. 

But you have a total reserve of £25,000,000 against £91,000,000, 
being your net liabilities against your capital /—Yes, quite so. 

Then the withdrawal of the deposits comes directly upon the trade of 
Scotland ?—No, it comes upon the reserves first of all. 

But after the reserves it comes upon the trade of Scotland ?—Yes. 

Is that in your opinion a desirable thing—that the money on which the 
trade of the country reposes should be liable to be suddenly withdrawn ? 
—I think it is. It is the normal condition of the banking system. 

It is the normal condition of the banking system in your country, 
but is it a desirable thing?—I think in every country it is more or 
less so. 

Is it a desirable thing ?—I think it is; we have found it so. 

Mr. Orr Ew1xc—Have the public in Scotland suffered any hardships 
in consequence ofthis condition of things?—I think not. 

Mr. Husszy Vivran—But is it safe that the trade of the country 
should repose on that liability ?—Well, we have thought so, and generally 
we have found it to answer very well. 

ThenI don’t think I have any more questions to ask you. 

The Cuancettor of the Excnequer—In the statement you originally 
put in, reference was made to the legislation of 1845 as not having been in 
accordance with the wishes of the people of Scotland. Is it your 
feeling that that legislation was injurious /—I think I may say that we 
are authorised, on the part of the Scotch banks, to say that, on the 
whole, the Act has been beneficial. 

What, then, were the apprehensions you entertained in 1845 ?—Well, 
up to that time everyone seemed to be satisfied, and there was a feeling 
of doubt and hesitation if any change would be for the better. 

But these doubts and apprehensions have not been justified ?—No, I 
think not. 

You do not desire now to have that legislation repealed ?—No, 
certainly not. 

Would you not desire to see the restoration of the system by which any 
bank in Scotland might have the right of issuing notes to an unlimited 
extent ?—For my own part, personally, I have no great apprehension in 
the matter. 

You mean to say by “apprehension,” that no new banks would be estab- 
lished 1—I think not ; andif they were to be established, I do not think they 
would last long. 

Do youthink it would be an advantage if greater freedom were given to 
existing banks, as to the amount of issue /—Well, there has been nothing 
heard on that subject ; but I do not see that there is any reason for moving in 
the matter at all. 

Do you think it would be desirable or undesirable that the Scotch system 
should be made general throughout the United Kingdom, and that all banks 
throughout the country should be allowed to issue notes of one pound, and to 
issue over and above that amount of their gold ?—So far as that principle is 
concerned, I think it would be of great advantage that that Act should be in 
operation throughout the country. But any change would involve danger. 
Nevertheless, I can’t imagine that if it has been good for Scotland, it will not 
be good also for England. 
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Then that same principle would apply to English banks desiring to have 
branches in London, viz., that they should not sacrifice their right to issue on 
coming to London ?—I think so certainly. 

Supposing the first process were adopted, and that the restriction imposed 
upon English banks of issue, that they could not come to London without 
surrendering their right of issue, were to be strictly applied to Scotch banks, 
would many Scotch banks sacrifice their right of issue in order to come to 
London ?—I cannot speak on that subject, as I have no feeling in the matter. 
I think you must refer to my friend, Mr. Fleming. 

But would it not be an advantage to your bank to have an office in 
London ?—It is a question we have had under consideration, but we have 
not yet finally decided upon it. 

If you had to sacrifice nothing at all, would there be a doubtful ad- 
vantage if you came to London ?—We believe we could come, according to 
that Act, but notwithstanding that impression, we have not made up our 
minds to come. 

Supposing that the principle were established with reference to Scotch 
banks, and that they thought they had a right to come to London and sacri- 
fice their right of issue, and that two or three of the Scotch banks came to 
London, what would be the effect as regards other banks ?—The effect would 
be that the other banks of issue would require to increase their rates in order 
to fill the void made by the withdrawal of the issue of those banks. That 
would involve a large increase in the amount of our gold, and for that gold 
we should come to London and require to withdraw. 1t would be a consider- 
able disadvantage to those banks which had toso increase. We should have 
to pay taxes and duty upon the increased amount of our issue, and we should 
have no compensating advantage as against that. 

You consider that issue upon gold is not directly any profit /—There is no 
direct profit; onthe contrary, there is a loss. 

But the indirect gain is more than sufficient to make up for the direct 
loss ?—I think so. 

Would that indirect gain be decreased by the abandonment of their 
right to issue notes in Scotland ?—It would injure their business, and throw 
some portion of it into the hands of other banks, So far, the other banks 
might derive an advantage from it. 

Supposing that we could imagine that a Scotch bank not desiring to come 
to London of itself, and taking a purely selfish view of the matter, would 
it not be for its interest that other banks should be placed under the same 
restriction as English banks?—I do not see that we should have any 
interest in asking for such restrictions. In the first place, the only advan- 
tage we should have is what I have already tried to explain. It wouldin- 
jure those banks which discontinued the issue of notes, and some of their 
business might come to us. 

Supposing the Bank of Scotland thought it better to come to England, 
would the Union Bank of Scotland decide to open an office in London ?— 
That is one of the points we are about considering. The coming to London 
of threeof the Scotch banks has involved an important change in Scotch 
banking. It may be a matter of necessity for the protection of their 
Scotch business. 

Would it not be of advantage to those banks which did not desire to come 
to London that impediments should be thrown in the way of those banks 
which required them to sacrifice their issue ?—I never looked at it in that 
light, but if one or two or three banks come to London, I should not wish 
to keep them back, nor prevent them from maintaining their rights, or en- 
joying the same rights as ourselves. 

But that will greatly tend to draw you into what of your own free will 
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you would not do ?-—The matter is‘one of recent years, and it is a subject 
that has been frequently considered, and it is very important. We have 
abstained, therefore, up to this time takiug this step. I should be very 
sorry to see that anything had been done to prevent us coming to London 
on the same terms as other banks if we thought fit. There is nowa great 
concentration of transactions in London, which may by-and-bye make it 
more important that Scotch banks should come to London. 

By the Cuancettor of the Excoequer—Do you, by coming to London, 
bring yourselves into aclass of business of a different character from that 
enjoyed by you now ?—I have no experience of the business that we may 
have in London. In our experience, our business has been confined ex- 
clusively to the transaction of Scotch business, the business of our own 
customers. 

What effect would be produced in Scotland by the abandonment of autho- 
rised issue of certain banks and the contraction, therefore, of the amount 
of such issue. What has been the effect, for instance, produced by loss of the 
circulation of the Western Bank ?—The only effect, as far as circulation is 
concerned, is, that it has thrown the duty of supplying it upon other banks. 

It would require more gold to maintain the circulation ?—Yes. 

Do you look upon that as an advantage ?—We think that the amount of 
gold is not necessary, and there is no advantage up to the present time to be 
obtained in Scotland by it. 

Do you think the loss of the authorised circulation of the Western Bank 
has not done any harm to the circulation of the note issue of Scotland ?— Oh, 
no. The circulation of the Scotch bank isa very small affair. 

Would it be material if you were to lose the whole of your banking note 
circulation ?—{t would be a material loss to the bank, and in the case of the 
Union Bank of Scotland it would make a difference to our authorised circula- 
tion. 

Mr. Fremrxe—Our opinion is that it would be ascrious loss to the public 
and to the bank. It appears in this way, putting the rate of issue of Scotch 
notes at nine millions sterling, the immediate result of that withdrawal of the 
right of issue in Scotland would be equal to the withdrawal of the amount 
now applied for the purposes of trade and commerce, and the trading commu- 
nity would be the sufferers. 

By the CHANcELLOR of the Excnequer—lIf the withdrawal of the autho- 
rised issue would be serious or injurious to the publicof Scotland, would the 
doubling of the issue be an advantage to the Scotch banks ? 

Mr. Ftemina—No, I think it would be no advantage to the banks to have 
a double authorised issue. 

I rather understood your line of argument to be that the public were 
these who really got all the advantage that came to the banks by the issue? 
—My poini was this, that if you withdraw nine millions from the banking 
resources of Scotland in order to provide “till”? money for carrying on 
business in the banks, then to that extent you diminish the power of the 
banks to give accommodation to the trading community. 

How would the line be drawn if the authorised issue were somewhere 
about three millions sterling ?—I am not prepared to answer off hand that 
question. You have rather taken me by surprise by that question. 

Mr. Goscnen—Sir John Lubbock is for taking away the Scotch issue 
altogether, whereas Sir Stafford’s expression is directed to authorising issue. 

By the CHancettor of the ExcpEquER—My questions all pointed to this 
—allowing the system of issuing notes against gold to continue as at present, 
what would be the effect of their abolishing one or doubling the other— that is 
the amount up to which they are authorised to issue /—I should answer that 
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in this way:—Our actual issues at the present moment amount to six 
millions sterling in round figures. Under the conditions you suppose it im- 
plies that you must immediately withdraw from the Bank of England the 
difference of gold to meet the contemplated reduction in the note circulation 
being the difference in the gold and what you require. The immediate 
result to the Bank of England in the first place would be that the reserve 
sum would be diminished to the extent of two millions ; in the second place, 
that the banks of Scotland would have their resources diminished to the same 
extent, and the public would suffer with them. 

That would be the effect of doing away with authorised issue. Now, what 
would be the effect of doubling the authorised issue ?—I think it would in- 
crease the profits, as in Scotland we have such a large amount of gold lying 
idle to meet contingencies. Notwithstanding that, I am not prepared to say 
that it would be wise to interfere in any shape with the present forms which 
would add something like four millions to the present issue. That has been 
effected, I believe, with no pressure. In the Bank of England the only altera- 
tion in the matter would be the avoidance of what must come to the London 
money market from the withdrawal of gold. As required under the Act of 
1845, the banks have done the saine thing. That simply meets the require- 
ments of the Act, but it does not strengthen our position nor add to public 
confidence. 

Bearing in mind that the object of this committee is to enquire generally 
into the restrictions imposed on granting banks of issue, would you mention 
that as a point which you think worthy of consideration ?—Yes, I would. 
The other objection to the present system of issue in Scotland is that it is 
not based upon an equitable footing. It isnot based upon the capital or the 
bullion gold on the possible liabilities of resources of the bank. If the 
subject is to be considered by this committee, I would suggest whether some 
intelligible principle should not be considered as to whether gold should be 
found in proportion to the issue of notes in Scotland. 

That gold should be to certain proportion of the issues, doing away with 
the distinction of the authorised and unauthorised issue ? 

Mr. GarrpNer—Precisely so. Take the Royal Bank. They have a very 
special authorised circulation, and therefore they require to keep a larger 
proportion of gold than other banks. 

Mr. Fiemrna—Principle is very well, but we should regard it differently. 
We have £450,000 of authorised circulation, while the actual circulation 
averages from £700,000 to £750,000. —s 

Supposing that a principle were laid down that the total amount of circula- 
tion were to be authorised, one part of the banks should bear its proportion 
to the whole of the amount of gold between those two banks, would it be 
possible to make arrangements between themselves and London for the 
apportionment of circulation ?—I should imagine so. It would come to be a 
question of compensation as between one bank and another. 

Mr. Fiemine—I think that would introduce a very serious element of 
difficulty into the matter. I think the difficulty is in looking at the 
circulation of the different banks, and, as had been pointed out, the 
authorised circulation granted to our banks is very small, and that arises 
from the fact that in the year 1844 the amount of average circulation—for 
instance, of the Royal Bank which had many branches—that in the course 
of events its circulation was somewhat about £200,000, and it was 
authorised to circulate that extent by anticipation, and now its actual 
circulation has gone up to about £700,000. The consequence would be 
that if banks were left to decide amongst themselves without any definite 
principle being laid down for their guidance, it would lead to confusion. 
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By Mr. Goscnen—With regard to this table of profits on business put in 
by Mr. Gairdner, you base your circulation upon what you called the 
inargin of profit. Do you think it is fair to calculate the late business 
profits as against the deposits ? : 

Mr. GarrpNER—That is one form of the test. 

Would it be right to take this paper, and to assume from it without 
qualification that this calculation proves the estimated loss of so much to 
the Scotch banks ?—It would be a qualification which I have already 
stated, and this qualification must be taken into account. 

But the qualification is not stated in any way whatever ?—Perhaps not, 
but there is another edition which has not yet come from the printer. It 
is numbered five. 

Yes, I have that, but what I mean to say is that your qualification would 
be necessary !—No, the qualifications on the paper would not mislead 
anyone who is accustomed to read this subject. It is not a new principle. 
I applied simply the English principle, because that is applied to our 
Scotch banks. 

I am not going to ask whether there is not another qualification, but 
do you hold all the depositors equally valuable ?—In what sense ? 

In different classes of deposits. The deposits from a number of small 
people scattered over a large area, would you consider them more or less 
valuable than the larger deposits of mercantile people }—As a general 
principle, I should say that the smaller deposits would be the steadiest, 
and for that reason they would be best for our purpose. 

And don’t you think you have through your system, which is a good 
one, a steady class of depositors 7—I think so. 

And depositors more valuable in one way than the larger ones ?/— 
No, not mcre valuable, because the mercantile depositor keeps his 
money there in larger sums, and as a mere matter of profit the 
mercantile depositor is considered more valuable than the other. 

Mr. Firmine—That is valuable only in the sense of profits, but the 
mercantile deposit is not so fixed as the other. It fluctuates more. 

By Mr. Goscuzen—Consequently, you would deal with the investment of 
profits on a different principle ? 

Mr. Firemine—Yes. 

On the whole, you would think that steady deposits are more valuable 
than the larger ones ? 

Mr. Fireminc—Yes. 

I think you both stated that some one had £100,000 deposited as 
security on the notes in circulation?—I said a bank would have to 
deposit that sum. 

Take the case of two banks, one of which had a very steady class of 
depositors, and the other a more fluctuating class of depositors. The bank 
having the steadier class of depositors might be content with a smaller 
margin of profit than the one with a less valuable class of depositors }— 
I don’t think that follows. 

Would you not put this principle that the one with the smaller 
business would be content with a smaller margin of profits than the 
one with the larger business ?—Oh, yes. 

The Scotch business of banking being particularly safe, you might be 
content with a smaller margin of profits than otherwise?—Yes. At the 
same time, we, like other business men, wish for as much profit as we can 
get. ; 

But you have shown that the eleven Scotch banks do make as much 
profit as they can?—We do make as much profit as we can, but we don’t 
make it from the public. 
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The point is that you have got a peculiarly safe business in Scotland 
connected with a very large number of people. Is it fair to say that 
English banks, with a less safe business and a less organised system of 
deposits, having a higher rate of profit or higher percentage of profits 
on business, that therefore they are doing a better business than Scotch 
banks ?—I should be sorry to say that the English banks are doing 
any less business than the Scotch, and I don’t see why they should 
produce better results than those in Scotland. 

English banks make a larger proportion of profits by commission than the 
Scotch ?—In some parts of England I should say so, but I cannot say for 
certain. 

If the larger proportion is made by commission, then your system of 
calculation would break down ?—I think not. 

Take the case of two banks, one with ten million deposits, and the other 
with £7,500,000, and assume that the bank with smaller deposits has got a 
ae commission than the other /—The deposits are the keystone to the 

usiness. 

Not always.—As a general proposition I should say it is. 

But there is more dependence on the commission !—I am not prepared to 
dispute it, but I don’t see that the application of the principle is unfair to 
the English banks. 

You say you are not prepared to stick to England ?—I have taken all the 
balance-sheets I can find, and I think if Ihad been able to get all the 
balance-sheets in England the principle you mention would be complete. 

Supposing a bank with somewhat smaller profits than it is possible that 
the bank with the £7,500,000 deposits can be, anda bank with £10,000,000 
deposits, each made an annual profit of £129,000, that would be £1. 4s. per 
cent. according to your calculation upon the business, but that the second 
bank with the smaller deposits made its commission out to that point, and 
also made its total gain up to £120,000, then the percentage would work out 
as follows :—One bank would show a percentage of profits of £1. 4s. upon its 
£10,000,000, and the other a percentage of profits of £2. 12s. upon the 
£7,500,000 deposits,and the two banks would nevertheless do the same 
business /—Yes, I understood you. It might be put thus. There might be 
a person calling himself a banker who might have neither capital nor 
deposits, but who might earn money on commission. 

That is not my case, but I assume that he has got the same amount of 
deposits as the others ?—Oh, yes. 

You admit that there are legitimate banking commissions?—My idea 
of the proper position of a banker is as a custodian of money. 

Still the transfer of money from one place to another, depositing it 
throughout Scotland, or from one part of England to another, is legiti- 
mate /—Quite so, but I should think that any profits made out of the com- 
missions would, if he carried on his business alongside another banker, find 
himself unable to retain his position because the deposit-holders would con- 
test the matter with him upon equal terms. . 

Quite so. If one banker were in Liverpool and another in Scotland, 
and you compare the two businesses together. Yet according to one 
calculation may appear that percentage of profits is vastly different in each 
case /—It may be so under different circumstances. 

If it is a fact that the English bankers do more business than the Scotch 
bankers, then it would account for the difference of scalesin each case }— 
Well, that table includes all our commissions as well as our products of any- 
thing. Icannot see that I quite see how you make out your case. 

In this way—If the proportion of our profits is smaller in Scotland, the 
proportion of the commission is larger than the profits, that would tend to 
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make the profits of the English banker heavier than would otherwise be the 
case 1—I fancy it would, but still I think the system that would be in Scot- 
land, of working alongside a system of commission, would do good, and 
would supersede that other in the long run. 

Mr. Fiem1ne—I should certainly, as one of the representatives of the 
Scotch banks, say that if all sorts of questions are to be opened up, we should 
have an opportunity of considering thuse matters which we have not turned 
ourattention to. Twas induced to make the remark simply because of the 
questions that have emanated from the Chancellor of the Exchequer. 

The CHANCELLOR of the ExcnEqueR—I think it is pretty clear now that 
there will be no chance of our being able to examine Mr. Readman to-day, as 
there are other questions to be put to those witnesses, and I think we shall be 
obliged to ask them to come again another day. 

By Mr. GoscuEn (to Mr. Fleming)—I was anxious to ask you if you could 
tell us the position of the noteholders of the Western Bank of Scotland. It 
was given in evidence that no noteholders had suffered any loss ?—They 
never did so in point of fact. When the Western Bank stopped, £70,000 or 
£80,000 in gold was in hand. 

Then, had there been some time previous to the collapse of the bank some 
notes in hand of holders ?—For about a fortnight after the stoppage of the 
bank. 

But there were notes in the hands of shopkeepers and the general public. I 
do not quite understand how they were dealt with if they did not present 
them ?—They were retained until other banks refused to take them. I can- 
not state the amount of notes remaining in hand at the time of the stoppage. 
T have no hesitation in saying that there was no inconvenience caused by the 
noteholders. 

Were those notes paid before the other liabilities of the bank—those 
notes that remained over in the hands of the public ?—-The position of the 
matter is this :—The Western Bank stopped on the Wednesday. On the 
following Wednesday the other Scotch banks came to the conclusion not 
to take the notes of that bank. On the Thursday, however, they passed 
the resolution to accept them, so that the inconvenience, if any, only 
lasted for a few hours. Mr. Gairdner suggested at this moment that the 
other banks were naturally anxious to get possession of the holders of the 
notes or the depositors of the Western Bank, and I think I am right in 
saying that the deposits demanded from the Western Bank amounted to 
about £15,000, so it was time the sum was provided for. 

So that every one had the option of paying the notes into other banks ? 
—Yes. 

The enactments of the law that, English notes be held against the 
excess of all kinds of issues does not really contribute much to the safety 
of the note P—No, but the matter was entirely in the discretion of the 
bankers, and the late Sir Robert Peel had stated in the House of Com- 
mons that security in that respect was very far from Sir Robert Peel’s 
mind to make the condition of issuing notes tally with the amount of gold 
deposited. 

So far as we can gather the public opinion in Scotland would not attach 
any great importance to this gold being held ?—It is the last thing the 
public in Scotland would trouble themselves about. 

Do you think the great confidence placed in the Scotch note by the 
public has at all arisen from the fact that the Scotch banks have been 
thoroughly Scotch in their business, that the whole of their operations 
were practically known to the Scotch banks, and that the class of business 
done by them was always understood to be of a safe character and con- 
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ducted within certain limits ?—I think in consequence of the le: yth of 
time that the banks have been established they have gained confidence. 
For instance, one bank has been established over 150 years, while others 
have carried on their business with success, and without any comparative 
unremunerative transactions. Such an event has not occurred like the 
Western Bank. Certainly not for the last generation, and even from that 
catastrophe the public sustained no loss, 

Was not the opinion prevalent that the cause of the Western Bank 
failure was that it had rather gone beyond the general course of Scotch 
business, and had established abroad agencies, and had not done much 
Scotch business in consequence ?—The current impression in banking 
circles was that from its infancy the Western Bank was founded upon 
false principles. After it had existed for about six or seven years it 
applied to the government for a charter of incorporation, which applica- 
tion the other Scotch banks, opposed on the ground that the Western 
Bank was established on wrong principles, hence its failure, as you correctly 
say going to New York to conduct business, and from doing other things 
unworthy of credit contributed to its downfall. 

You were asked with regard to your object in coming to London ! 
There are one or two objects for doing so. One to save expense of trans- 
mitting to London from Scotland, and the other to take part in the 
general banking business of London, were given as the reasons /—I do not 
think it is a matter of coming to London; I think a London establish- 
ment is necessarily attended with greater expense than the. leaving the 
conduct of your business to other houses would be, but what led the 
Royal Bank to desire to come to London chiefly was this, that the esta- 
blishment of two other Scotch branches had introduced a new element 
into the competition among Scotch banks. The establishments of which 
pointed out to mercantile men in Scotland and the customers generally, 
the facilities which was thereby afforded them, and the practice of ac- 
cepting mercantile bills payable in London has extended very greatly 
during the last twenty or thirty years, and a merchant in Glasgow carrying 
on a large foreign business can conduct his financial operations quite as well 
through his London banking house as through a Scotch bank. The result 
was that a plan was hit upon for transacting his business for him by 
opening branches in London. Our great desire is to preserve our Scotch 
business, and it is by means of these branches that we wish to give them 
facilities which they cannot get elsewhere. 

Can you use the money collected in Scotland to form the deposits in 
London ?—Oh, no. 

And borrowing, you now arrange for yourselves rather than through any 
banks ?—Yes. Surplus cash, after providing what is necessary, was always 
invested in the purchase of bankers’ bills with the broker in London ; that 
was negotiated very frequently by telegram. It was done to the extent of 
many millions. 

To what extent will the Scotch banks coming to London bring large 
amounts of Scotch capital into London? I do not think to any extent, 
because it always has come to London. 

Then when the public think that the Scotch banks come to London to 
= much capital there, that would be a mistake ?—I should think it 
would. 

The London bankers need not think there will be any competition by 
reason of Scotch banks being brought there?—No. I think the capital of 
Scotch banks has always been sent there. 

On the other hand it woald be a mistake on the part of the English 
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bankers talking of the great advantages to be brought to bear in having 
the banks here ?—It depends upon the views the people entertain of the 
matter. You may find half a dozen ways open for making money in 
London. 

There would be no more money ?—No. 

You might lend it, or the English bankers might lend it for you /— 
I qualify my answer by saying that there will be no more money if it 
does not come from Scotland, unless the profits continue to increase as 
they have done. 

In London would you adopt the English or the Scotch system of bank- 
ing ?—The English system. 

You would not be able to introduce into London the statistical arrange- 
ments as you do in Scotland among yourselves ?—That is one of the con- 
fusing elements. The Scotch arrangement is necessarily inapplicable in 
London. 

So yourarrangements by which you are all locked together made it neces- 
sary that if any one came to London you must all come ?—I confess it must 
come to that. That isthe serious question of the bank management. 

Would you state your opinion fully upon the point why you felt regret 
at it ?—Simply because I think it is one thing to manage banks in Scotland 
and another thing to manage them in London, and I was thinking of my 
responsibilities. 

Would that be the view generally, do you think, that is shared by other 
managers ?—I do not know. 

I have heard that there is agreat difference of opinion in Scotch banking 
circles as to the wisdom and propriety of coming to London ?—Yes, and I 
think that is about the truth of it. Itwas the opinion that it was unwise, 
but, at the same time, that they had not the power. 

Did the unwisdom consist of professing themselves to undertake a busi- 
ness which they are not so conversant with as their own, and which might 
bring upon them additional liabilities /—That is a question I cannot answer. 
If they do not know a new kind of business, they take good care not to 
commit themselves by undertaking it. 

The point never turned, I think I understood you to say, upon the issues. 
You donot think that the Scotch noteholders have ever considered the point 
that the banks would be committing themselves to meet liabilities less 
known in Scotland, and would therefore lose that particular Scotch cha- 
racter which for years has secured the absolute safety of the banks ?—I 
think the interest of Scotch noteholders in the London business would be 
<0 infinitesimal that they would not care. It would be a far more serious 
matter if the idea were entertained by the depositors. I do not think the 
noteholders would do anything to shake the confidence in Scotch banks. 

The question is whether by coming to London you would not be risk- 
ing that particular Scotch success which you have there, and which you 
might not have by coming here ?—] am not aware that that idea has been 
expressed. 

You think in Scotland the general public will not consider that there 
are great liabilities which have been taken by banks coming to London ?— 
Iam not aware that they have undertaken any liabilities by coming to 
London. 

Why is there a difference of opinion as to the wisdom of coming to 
London among the public /—I think the public will not concern themselves 
about it. The depositors have expressed their opinion very favourably 
to it. 

Those are the class whose business you would undertake to do in Lon- 
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don instead of its being done by a third hand ?—No, not instead of its: 
being done bya third hand. Thething cannot be done at all by a Scotch 
bank. Thelatter cannot give the facilities of a London account except by 
handing it over to their Scotch agent. The Royal Bank can give to its 
Scotch customers all the facilities that London banks can give. 

Have the Scotch banks retained their credit and general confidence at 
times when there have been a considerable panic in the city ?—They 
have. 

Because they were known to be out of it?—I do not know. I 
should say that would depend entirely upon the difference in London. If 
the Scotch banks were so unwise as to commit themselves to an engage- 
ment of @ purely open character, which I do not think they would if it 
were so, it would necessarily bring about disadvantages of being London 
bankers, but so long as it knows its business and maintains its position I 
do not see any harm. 

As a matter of history the Scotch banks there have been exceedingly 
good at all times—have they not ? And the opinion has been strong in Scot- 
land and England that the Scotch banks were comparatively little involved 
in any of the larger banking difficulties that have sometimes occurred in 
London ?--They were not directly involved, because they were not there, 
and therefore sustained no discredit. 

The committee then adjouraed till after the Whitsuntide holidays. 











